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_ THE PRESIDENT'S SCHEDULE |

Wednesday - April 12, 1978

8:30
~ {20 min.).

10:00

10:30

?

"8:90

9:00
(30 min.)

11:00
(90 min.)

1:30
{15 min.)

30

Dr. Zbigniew Brzezinski - The Oval office.

Heetlng with the Republlcan Members of the Enerqy
Conference. .(Mr. Frank Moore) -Tne Cablnet Room.

Meeting with Democratic Members of the House
Ways and Means Committee. (Mr. Frank Moore)
: The Cabinet Room.. :

Mr. Jody Powell -~ The Oval Office.

. Arrival Ceremony for His Excellency Nicolae

Ceausescu, The President of the Socialist

: Republlc of Romania, and Mrs. Ceausescu. -

The South Grounds.

Meeting with President'Nlcolae Ceausescu.
(Dr. Zbigniew Brzezinski) - The Oval Offlce
and the Cablnet Room.

| Meeting with Senator Dennis DeConcini.
(Mr. Frank Moore) - The Oval Office.

S

Dinner (Business Suit) Honoring-The President
of the Socialist Republic of Romania, and
Mrs. Ceausescu - The State Floor.



THE WHITE HOUSE
WASHINGTON

April 12, 1978

 Jim Gammill

_The attached was returned in

the President's outbox. It is
forwarded to you for appropriate
handling.

‘ Rick Hutcheson
RE: ELIZABETH PETRIE
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THE WHITE HOUSE /

WASHINGTON .
April 12, 1978 | ﬁ) W

MEMORANDUM FOR THE PRESIDENT . Z ,
FROM: JAMES F. GAMMILL, JR. (aq/%/
SUBJECT: Elizabeth Petrie

In response to a letter from Senator Joe Clark,
you asked me what Elizabeth Petrie can serve
on.

Within a month, you will receive legislation
mandating a White House Conference on the Arts,
to be held in late 1979, and calling for the
immediate appointment of a 1l5-member Planning
Council for the White House Conference. An
active Planning Council Member will be expected
to devote about forty days over the next eighteen
months.

Your arts advisors would like very much to have
Mrs. Petrie serve as a Member of the Planning
Council for the White House Conference on the
Arts.




THE WHITE HOUSE
 WASHINGTON

April 12, 1978
Chairma-n Campbell

The attached was returned in
the President's outbox, It is
forwarded to you for your
information.

Rick Hutcheson_

EMPLOYMENT OF WOMEN AND
MINORITIES IN FEDERAL. SERVICE -
A SPECIAL REPORT
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THE WHITE HOUSE
. ' WASHINGTON

4/12/78

Mr. President:

No comment from Jim Gammill.

Rick



i CHAIRMAN

UNITED STATES CIVIL SERVICE COMMISSION

WASHINGTON, D.C. 20415 70 J

April 7, 1978

MEMORANDUM FOR THE PRESIDENT

FROM: Alan K. Campbell/

SUBJECT: Employment of ;omen and Minorities in the Federal
Service -- A Special Report

In my February 24, 1978 memo to you, I promised to report regularly on
the progress being made in employing women and minorities in the Federal
Service. This is the first such report.

In examining the status and progress of women and minorities in Federal
civilian employment, we limited our analysis to the 1.8 million full-
time, permanent non-postal employees in the Federal government. It is
the distribution of these jobs that best indicates the lasting gains by
women and minorities. We have used November 30, 1976, as the baseline
for this analysis since it coincides with the major semi-annual EEO

report produced by the Commission for use by Executive agencies and the
Congress.

TOTAL REPRESENTATION

Women and minorities are a large proportion of Federal employment. This
total representation level has changed very little in recent years.

Women were 327 of the Federal work force in 1973, 35% in 1977; minorities
were 20% of the work force in 1973, 21% in 1977. The table below compares
the approximate distribution of women and minorities in the Federal
Service with their distribution in the national labor force.




DISTRIBUTION OF WOMEN AND MINOkITIES

FEDERAL FULL-TIME | NATIONAL NON-FARM

PERMANENT EMPLOYMENT LABOR FORCE EMPLOYMENT
November 30, 1977 ' | 19775Ahn¢a1 Average | |
WOMEN - 35% ‘ C _  412 (36% of fullinme’employment)
BLACK 15% : o 9% |
~ HISPANIC 42 3

NATIVE AMERICAN,
ORIENTAL & ALL | :
OTHER o 27 . 2% : i

REPRESENTATION BY GRADE LEVEL

Total representation is one index of the advances of groups which have
historically suffered discrimination in employment markets. A more
important measure is the level of jobs held by them. 1In the Federal
Service, as in the private sector, women and minorities tend to hold ‘
lower paying, less responsible jobs. These disparities are most obvious
at the upper and lower ranges of the General Schedule and equivalent
jobs: ' '

. GS 1-8 . GS 9-12 © . GS 13-15 GS 16-18
($6,219-$17,757) ($15,090-$28,444) ($26,022-$47,025) - ($42,423-$47,500)
% Women 68.2 | 22.5 5.9 g 3.2
#Z Minority 25.8 : , 12.2 6.7 4.9

As with total representation, there has been little improvement in the
representation of women and minorities within higher General Schedule
- grades over the past year.

-GS 13-15 . ‘ . GS 16-18
November 1976 "November 1977 " November 1976 November 1977

% Women 5.5 5.9 2.8 3.2

% Minority 6.4 a 6.7 4.7 4.9




These seemingly infinitesimal changes understate the efforts to
hire women and minorities. In FY 77, for instance, minorities were
about 12% of those hired from outside government at the GS-16 level
and about 8% of those promoted to GS-16 jobs from within their own
agencies. Both of these rates are greater than the 6% minority
representation at GS-15. Nevertheless, minority representation

at GS-16 only increased from 5.0% to 5.2%. Somewhat lesser hiring
and promotion rates for women resulted in changing their repre-
sentation at GS-16 from 3.0% to 3.3%. This was because fewer than
450 individuals entered GS-16 level jobs. (The number of GS-16's
actually decreased from 4,500 to 4,400 between November 1976 and
November 1977.)

The career nature of the Civil Service inhibits dramatic change

in the representation of women and minorities at higher grade levels.
Most higher level Civil Service jobs are filled through promotion.
Eleven times as many employees were promoted to the GS-13 level

in FY 77 as entered this level from outside government. At the GS-14
level, this ratio was thirteen to one. These are the grade levels
from which career Federal executives will be drawn in future years.
Intra~agency promotion is the dominant career path from GS-5 up.
Thus, the race/sex mix of any GS grade will not substantially

exceed that of the grade below it.

Finally, the size of the Federal work force has remained very stable.
From 1973~76, average growth of the work force was only about 17 per
year; 1976-77 growth was negligible. In this static environment,
affirmative action goals must be met through turnover and replacement.
Thus, there are few opportunities for dramatic hiring initiatives
where major gains can be made.

NON-CAREER EXECUTIVE APPOINTMENTS

This limitation does not impose similar restraints on non-career
hiring since the majority of the occupants of these positions turn
over with a new administration. These non-career positions are in
the top GS 16-18 ranks of the Civil Service and do not include
Cabinet officers or assistant secretary jobs. The Administration
has moved quickly to fill its non-career positions. As of December
30, 1977, only 31.5% of the non-career executives were holdovers
from the Ford Administration; the Nixon Administration had 53.5%
holdovers at a similar time.



Since the Administration took office, 16Z of the non-career
executive appointments have been women. The table below indi-
cates that the percentage of women in non-career supergrade
jobs has doubled over the past year (a 6.7% increase). This
compares with only a two percent increase during the previous
year. Minority data of this detail is not yet available.

. 12/30/75 12/30/76 12/30/77
Total 472 438 497
Women 21 29 66
% Women 4.47 6.6% 13.3%

CONCLUSION

Although the overall gains for women and minorities have been
very small over the past year, they have been consistent with
those of recent years. Given the static size and the career
nature of the service, even exceptional hiring efforts will not
‘dramatically change either the overall representation of women
and minorities or their representation by grade level. 1In total
numbers, the Federal Service already has a reasonably repre-
sentative work force. While great improvement at the higher
grade levels cannot reasonably be expected, it can, with extra-
ordinary effort, be better than the very small gains of the past
few years. :

As I pointed out in my February memorandum to you, steps have
already been taken to further this effort. Candidates have
been selected, for example, for the first round of internships
under the Presidential Management Intern Program which you
established last August in Executive Order 12008. Cooperative
education programs have been expanded to include community
college and graduate students as well as baccalaureate candi-
dates. These initiatives, along with expanded recruitment
efforts to fill higher level jobs from outside Government and
strengthened upward mobility programs for employees already on
the rolls, should have a positive impact in both short-range
and long-range terms. We expect additional momentum with the
implementation of other special emphasis program activities now
in the final stages of development.



I am providing to each of the major agencies a report of its
performance in equal employment opportunity vis—a-vis the total
Federal government. These reports plus this memorandum to. you
will be sent to all Cabinet level Department Heads and to the
Administrators of the Veterans Administration, General Services
Administration, and National Aeronautics and Space Administration,
and copies will be provided to your domestic policy staff. We
will provide you with semi-~annual updates of this report.



Ip 78%905 T HE WHITE HOUSE

WASHINGTON
DATE: «+ %4 APR 78
FOR ACTION:
INFO ONLY: THE VICE PRESIDENT STU EIZENSTAT
- HAMILTON JORDAN JIM GAMMILL
TIM KRAFT REX GRANUM
SUBJECT: CAMPBELL MEMO RE EMPLOYMENT OF WOMEN AND MINORITIES 1IN

FEDERAL SERVICE - A SPECIAL REPORT
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+ RESPONSE DUE TO RICK HUTCHESON STAFF SECRETARY (U456-7052) +

+ BY: +
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ACTION REQUESTED: JIM - LET ME KNOW IF YOU WISH TO ADD A COMMENT
STAFF RESPONSE: ( ) I CONCUR. ( ) NO COMMENT. ( ) HOLD.

PLEASE NOTE OTHER COMMENTS BELOW:



THE PRESIDENT HAS SEEN.

THE WHITE HOUSE

WASHINGTON:

April 12, 1978

MEMORANDUM FOR THE PRESIDENT

FROM: FRANK MOORE
JIM FREE é), Z
SUBJECT : Clinch River Breeder Reactor Vote

Today we lost the vote in the Science and Technology
Committee on the Flowers compromise which would end
the Clinch River Breeder Reactor project by one vote.

The important vote was lost 20-19, with both Chairmen
Teague and Flowers and all of the liberals with whom

you met on Monday supporting us. Reps. Watkins (D-~Okla.),
Bob Young (D-Mo.), and Jerry Ambro (D-N.Y.), who had

been counted as voting with us, changed their votes

and went against us. Rep. Thornton (D-Ark.), who

the day before voted with us, took a walk and was not
present.

We must now let there be no doubt that you will veto
any ERDA authorization bill that contains funding for
the Clinch River project.




IT.

§30 AM
 THE PRESIDENT HAS SEEN.

THE WHITE HOUSE

WASHINGTON

April 11, 1978

MEETING WITH THE HOUSE REPUBLICAN MEMBERS

OF THE ENERGY CONFERENCE COMMITTEE
Wednesday, April 12, 1978
8:30 a.m. (20 minutes)
Cabinet Room

From: Frank Moore 7(/(/\@?

PURPOSE

To discuss the status of the natural gas energy
conference.

BACKGROUND, PARTICIPANTS, AND PRESS PLAN

A.

Background: The Republican conferees (House) have

a long-standing complex about being left out of the
deliberations on the energy act. Their current
interest results from a combination of seeing an
opportunity to participate and really not wanting
the natural gas bill to collapse. They have been
lobbied heavily by their local distribution and
pipeline companies in support of the Senate proposal.

They would also like to exact a price for their
participation. They have circulated a piece of paper
calling for conceéessions in the direction of deregulation
on every point in the Senate proposal. That is simply
unacceptable, for the Senate coalition could not take
any such further changes.

We understand that they really want two things:

1. Decontrol of all intrastate rollover contracts
(not just those above $1.00).

2. A simplification and broadening of the new gas
definition.

The first is possible. The second would probably cause
Senators Jackson and Bumpers to fall away.




" III.

What you probably want to do is stress the value
of the Senate proposal and the fact that very much
deviation from it will cause its collapse.

B. Participants: The President; Reps. John Anderson,
Bill Archer, Clarence Brown, Garry Brown, Jim Collins,
Frank Horton, Bill Steiger, and John Wydler; Secretary
James Schlesinger; Frank Moore; Jim Free; Kitty
Schirmer; and Les Goldman.

C. Press Plan: White House photographer only.

TALKING POINTS

1. I appreciate having the opportunity to meet with
you. I realize that you have felt somewhat excluded
from the National Energy Act process. I have made
a point of not interfering with the conferees or
the Congress' deliberations on this bill. I have,
against my own instincts, let the process take its
course. Now that I am getting more involved, however,
I welcome your timely request for a meeting.

2. Let me be frank with you. We may need your votes to
get a natural gas bill, as well as other components
of the National Energy Plan. In any event, I feel
your support is important. '

---I am sure you know the delicate nature of the
Senate coalition led by Senators Jackson and
Domenici.

. —-- The Senate bill is a good bill and from the point
of view of producers and consumers alike, far better
than no bill.

-- Those who have favored continued regulation in
the House are attempting to move the Senate agreement
in that direction -- at the possible risk of the
collapse of the Senate coalition.

-- I know some of you might want to move the Senate
proposal closer to deregulation, but that might
cause the regulators in the Senate coalition to
withdraw.

-—- The answer will thus have to be something close
to the Senate proposal, and I hope you will give
careful consideration to being able to support
that proposal.

-- The country sorely needs this bill, and your



statesmenship in helping break this 25-year
deadlock will be important.



S | <

BACKGROUND- _—

Rep. John Anderson (R-Ill. 16) Committees: Rules (2);
Chairman, Republican Conference. Percentage of support in
1977 - 48.8%. Wife, Keke.

Rep. Bill Archer (R-Tex. 7) Committees: Ways and Means (3).
Percentage of support in 1977 - 10.9%. Wife, Pat.

Rep. Clarence Brown (R-Ohio 7) Committees: Government
Operations (4); Interstate and Foreign Commerce (4); Joint
Economic (Ranking Minority Member, House). Percentage of support
in 1977 - 14%. Wife, Joyce.

Rep. Garry Brown (R-Mich. 3) Committees: Banking, Finance,
and Urban Affairs (2); Government Operations (6); Joint
Economic (2). Percentage of support in 1977 - 25%.

Rep. Jim Collins (R-Tex. 3) Committees: Interstate and Foreign
Commerce (6); Post Office and Civil Service (3). Percentage
of support in 1977 - 15.2%. Wife, Dorothy.

Rep. Frank Horton (R-N.Y. 34) Committees: Government Operations
(Ranking Minority Member). Percentage of support in 1977 - 51.1%.
Wife, Marjorie. :

Rep. Bill Steiger (R-Wis. 6) Committees: Ways and Means (5).
Percentage of support in 1977 - 43.2%. Wife, Janet.

Rep. John Wydler (R-N.Y. 5) Committees: Science and Technology
(Ranking Minority Member); Government Operations (3). Percentage
of support in 1977 - 28.6%. Wife, Brenda.
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Arr1va1 Statement for State Visit of Pre51dent Ceausescu
of Romanla 4/12- 13/78

.~ It is a pleasure and an honor for me to welcome
B : _ _ we_come

»_President Ceausescu.and his wife Elena to the United States.

His visit is an‘important»step~in the continuing

evolution of‘good relations between Romania and the United

e

States, which have expanded dramatically over the last

decade. Trade has grown substantially, our governments

consult more closely, and contacts between our peoples .
/"—‘ R———

- have 1ncreased. We want thls process to continue.

Romania has come to play an increasingly 1mpoxtant

and constructive rolelln.lnternatlonal affalrs.f It has

achleved frlendly relatlons with countries of all sizes
JE R bt

and all 1deologlcal persua51ons; It has sought to establlsh

_as gu1d1ng pr1nc1ples natlonal soverelgnty, 1ndependence,

equallty, non-lnterference, and mutual resoect. We value
__._.-——-—_—'— e ————— -
"

President Ceausescu's active contrlbutlons in world affalrs,

ﬂand partlcularly respect his efforts to build brldges between ‘
countries that have been locked 1nto opp051ng and hostlle

” blocs._ Althougthomanla_and the United States have dlfferent

fr———

- political systems and belong to dlfferent mllltarv alllances,
b=ty

.——-——"/‘—-——-
our goals, I\belleve, are elmllar- to build a more ]ust

. international economnic: and polltlcal systen so that people

S S
evervwhere can live in peace and prosperlty, w1th full

—— mma———g

N
}







R,

respect for their human rights and fundamental'freédoms.
Because our perspectives are different, we will not

always agree. But by sharing our viewpoints we may arrive

at insights of value to both our countries.

I look forward to our meetings with the confidence
that’they will mark another significant step in the growing
cooperation between the United States and Romania. Mrs.

Carter and I welcome you and Mrs. Ceausescu to Washington,

‘and we wish you both é'pleasaht and useful visit.




THE WHITE HOUSE
WASHINGTON
April 12, 1978

Mr. President:

I think these arguments are
persuasive and you may want to
take them into consideration in
preparation for your toast
tonight.
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THE WHITE HOUSE ' &
WASHINGTON /

April 10, 1978

MEMORANDUM TO JODY POWELL V:D‘Dj —m'j“-ﬁ[l“"’ Braglct
Yus overr .

FROM: GRIFFIN SMIT
SUBJECT: President's Toast at Ceausescu Dinner .

Several people have expressed unhappiness about the tone
of the President's draft toast, which the NSC has prepared
and we have edited for style. The feeling that it is too
soft on the human rights violations of the Rumanian regime
has come to us from Patt Derian's office and (according

to Joyce Starr) from Robert Lipshutz and Joe Aragon.

They feel the President should toughen up his toast by
including any or all of the following points:

-- that many of the human rights issues defined

in Principle VII and Basket III of the Fimal Act
suggest the need for careful scrutiny by each of
the CSCE states;

-- that we are pleased that Rumanian officials,
including the President, have acknowledged the
propriety of the two governments' discussing
their respective views on these issues;

-— that because of the complexity of resolving the
different views over human rights matters, we are
pleased that the Rumanian President has been willing
to discuss these matters frankly, and that he has
endorsed further discussion of these concrete issues
after his visit;

-- that both governments look to the period between
the Belgrade and Madrid Conferences as a particularly
opportune time for CSCE states with different social
systems to redouble efforts towards a productive
diplomatic dialogue on how better to comply with the
humanitarian provisions of Principle VII and

Basket III.

The NSC does not want to include these points, but the critics'
case seems persuasive to me. The present arrival statement
and toast portray Ceausescu as a hero woreay of America's
admiration, when we privately admit that he runs "one of the
most austere and repressive internal systems in Eastern

Europe." Perhaps the foregoing points will help correct
the rhetorical imbalance.




o o 24 AW/ #Q

'_TalkingoPoints for State Dinner Toast for President
~ of Romania :

1. Tonight’wevarebwelcoming the leader of aycountry which

plays an active, constructive, and courageous role in inter-

. national affairs, Romania was the first Eastern European

_country v151ted by an American president after World War II.

Both of my predecessors as president have v151ted Romanla,v

and this 1S'Pre51dent-0eausescu s fourth v1smt’to the United

‘ States.

2. Romanla was the first Warsaw Pact country to seek ways

~ of endlng the sharp lelSlonS and confrontatlon in Europe

and to flnd ways in whlch both sides could cooperate.' The _
Romanian leadership was an early exponent of the polltlcal

and economic benefits of detente. Pre51dent Ceawsescu hlmself

has played an 1ncrea51ngly important role in thlS movement

‘toward cooperatlon, and our relatlons have expanded rapldly

~ since 1969. We have established a firm ba51s for them to

continue.

3. We respect Romanla s advocacy of the bellef that all

countrles, regardless of thelr s1ze ‘or polltlcal system, :
should be treated as soverelgn,vlndependent, and equal<—-'pv

and that they should suffer no interference in their internal

-~ affairs. The United States considers Romania's independence,i

sovereignty, andtterritorial integrity to be key elements of

'stability in Europe.




- _ ' . ‘ s, I

4. I appreciate President Ceausescu's willingness to help
in securing lasting peace in the'Mid&le—EaSt,'reducing
tensions in Europe, and creatinq friendlier'relations between

~all the countries of the world,'

5. We now have at hand rhe”bestravailable way to heai the
.mllltary, economic, and humanltarlan problems caused by |
the‘d1v131on of Europe, ThlS is, of course, the F1na1 Act
>sof the Conference on Securlty and Cooperatlon in Europe, and
’sthe process of cooperatlon whlch has occurred because of 1t.
. The Flnal Act is an ambitious undertaklng, but we belleve that
: all the part1c1pat1ng states’ should commit themselves to a
review of its 1mplementatlon and a dlalogue on all its aspects,
_includlng the human rlghts prov151ons.‘ I hope Romanla w1ll

V'contlnue to play a useful role in this dlalogue.

6. TOAST: To a man of determination who has worked tirelessly -
to enhance his country's independence; and to the Romanian
people, who have our best wishes for a happy,rprosperous,’and

'1dignified'future.

F2E T T T -
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"EXECUTIVE OFFICE OF THE_PRESIDENT

COUNCIL ON ENVIRONMENTAL QUALITY /‘/:
722 JACKSON PLACE, N. W. < ‘
'WASHINGTON, D. C. 20006 ‘ .J

/

April 11, 1978

MEMORANDUM FOR THE PRESIDENT INFORMATION ONLY

FROM: Charles Warren ‘
Gus Speth +

SUBJECT: CEQ Report on Solar Energy

Eactoged~is a copy of a Council report, Solar Energy: Progress and Promise,

- which we will be releasing tomorrow. The report discusses solar energy's
enhanced prospects for meeting U.S. energy needs in this century and beyond.
It should be helpful in indicating strong Administration support for solar
energy development and in providing a basis for informed discussion of
solar' issues within the govermment and by the public.

We also hope that it will be helpful to you persenally in preparing for Sun
Day. We are now working closely with the Domestic Policy Staff, DOE and OMB
in preparing solar energy initiatives for you to consider announcing in
connection with Sun Day, perhaps in Golden.

The report summarizes the technical and economic status of each solar tech-
nology. While recognizing the institutional and economic problems still to
be solved, our conclusions are optimistic: '

- Solar energy is already a serious energy option with some
applications already at or near commercial feasibility.
Most prominent in this regard are solar hot water heating,
solar space heating and cooling, small-scale hydropower,
wind and fuels from biomass.

-~ The past few years have seen steady progress in solar
economics and technology, and with appropriate support
these improvements are expected to continue. There are
sound grounds for believing that we can make economically
competitive over the remainder of this century a variety
of solar technologies for the production of heat, liquid
fuels and electricity.

-~  An optimistie but achievable goal for the year 2000 is
to meet a significant portion of our energy needs -- _
perhaps a fourth —~ with solar energy. Meeting this goal
will require both rapid development of our solar potential
and a serious effort to conserve energy.




- The solar resource base 1s large and adequate to meet most
of our energy needs. in the long-term. A goal of providing
significantly more than half our energy from solar sources
by the year 2020 should be achievable if we commit the
necessary resources to that goal and to conservation. This
transition to large-scale reliance on solar energy will re-
quire reliance on a wide variety of solar approaches: heat
from solar collectors and from passive designs for new
structures; electricity from small dams, wind turbines,
photovoltaic cells, and high-temperature collectors; and
gaseous and liquid fuels from biomass.

The report concludes with a summary of recommendations, made by a variety of
sources, for accelerating the use of solar energy. CEQ does not specifically
endorse any of them, but offers them as discussion points for possible changes
in federal programs.

Please let us know if there is any way we can be of further assistance to you
in the solar energy area.



» THE WHITE HOUSE
WASHINGTON

Mr. President: .

With your approval, we
will have the identical
letters autopenned so.
that they can be delivered
to the Hill tonight.

Approve

Disapprove

Rick (wds) Y\ g



THE WHITE HOUSE

WASHINGTON

April 12, 1978
Note for the President

From: Stu ﬁ{" m 7

Attached are the letters which Les Goldman
discussed with you earlier today. Arrangements
have been made to have them hand delivered

to the hill tonight.

Les and Frank Moore have signed off on them.

- Identical letters to:

Senator Jackson
Bumpers
Johnston
Ford
Domenici
McClure
Mark Hatfield

Reps. Ashley
Staggers
Dingell
Eckhardt
Rogers
Wilson
Sharp




THE WHITE HOUSE *

WASHINGTON

- April 12,1978

To Sena;tdr Dale Bumpers.

Jim Schlesinger has reported to me on your progress thus far
in discussions on the natural gas issue. | am encouraged by
your-efforts taken and want you to know of my continuing
support. - S '

I understand that you will be continuing your discussions with -
Jim:at 8:00 here at the White House. Because of the urgent
need-to finally resolve this issue, | would ask that you clear -
'your-schedul& to the maximum extent possible, particularly
for the morning, the late afternoon, and through the evening,
to ensure that the momentum which has been established is
not lost. " o - '

As l'indicated to you on Tuesday, I stand ready to assist you
in-your deliberations in any way which | can.

. .- Sincerely,

'T,he Honorable Dale Bumpers
United States Senate _
Washington, D.C. 20510
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April 12, 1978

To_SenaTbr Dale Bumpers

Jim Schiesinger has reported to me on your progress thus far

in discussions on the natural gas issue. | am encouraged by -

your efforts taken and want you to know of my continuing

support. .. : L

| understand that you will be continuing your discussions with
Jim:at 8:00 here at the White House. Because of the urgent SRR
need-to finally resolve this issue, | would ask that you clear ' o
your'schedulé to the maximum extent possible, particularly
for the morning, the late afternoon, and through the evening,
to ensure that the momentum which has been established is ,
not-lost.. - S . -
As liindicated to you on Tuesday, | stand ready to assist you
in your deliberations in any way which | zan.

. Sincerely,

. The Honorable Dale Bumpers
o -United States Senate
: Washington, D.C. 20510
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M s
’iié have come here, to disc 5'S eﬂe—edéthefgeet urgent

questionﬁ‘;-. rt-ton—fadls oday. 3o oSt

whether we can protect our economic expafision, and the

N

jobs and ..osperity[: re—brovaghd E}our'peOPIeﬁ
frop/the threat ofAinflatiQn
v | e vazééiA
I belicve that we can; and I will take Athe steps F a4

reeeassary to seeg that wa do.

[E’---- _3': 10 1o beg-Hrfrs e hagléur eco

_policies cannot afford tg-ignore either unemployment

or inflationwi We mdst deal with both t once, if we

truty hope'to co:rec£ either one.

/2»"7

In these last tlfteen monthsk‘we have made good
proyress in our efforts to sustain growth and create
jobs. Four and a half million more people are at'workA

today than fifteen months ago. The unemployment rate




e

has fallen by nearly a—guarter, @éoakelmes%—s—per—ccnt:

Average household

incdhe, after adjustment for both taxes and inflation,

is: S‘.pér cent higher now than a year ago. Business

profits in the'seéond'half of 1977 were 15 per cent

hlgher than one year before, and ‘["“"'f
e &Am.a—é’é pats ‘&é‘( A

sAV '
-uncmployment is 5@;&4 too high, partlcularly among

. | ‘ ot
our young people and minority qrogps,ﬁ I remain—-daaply

Sommitesed-4t0 itslnaduetiﬁégi-We are determined to sustain

our progress toward high employment and rising real /acosue

T tpnhog Prgcont  and wite
wages—n—-wrtﬂ as—f—pfepesed—;we wecks‘ag%] new, care-

fully targeted~incentives to encourage private business

to hire the hard-core umemployed,(fnd_wi%h—a‘ﬁvntinued




Proposed Insert i
graph on Page

Inflation Speech (to go if;gf/?;rsﬁ full para-

(Existing language: . . . Both must e controlled,)

The steps that we will take to this end should be seen as
part of a wider international effort by the major industrial
nations £o promote world recovery}n'%37gﬁis‘effort, each country
has a role to play -- with the US ﬁaintaining its growth while
attacking inflatibn and limiting o0il imports, other countries
aéhieving their growth targets, and all countries avoiding-pro-
tectionism and providing greater aid to developihg countries.

In this way; each wiil contribute to a concerted approach and
all Qill gain from it. 1In the hopé thét this approach will make
a large contribution.to world recovery, I joined six other heads
of state and goverﬁmont vyesterday in announcing that we will
meet July 16 and 17 in Bonn to press ahead with cencerted—effert

to.this—emd. @« Corrrmrar %/;2;‘4(

But the first prereduisite is effective natéoaa&,action&
4y T n Cachd cnq,iaa.

(Exipting langhage)
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Alf we can copeﬁémﬂvuth two deve]opments thatﬁfﬁﬂ navf ’éu“b
Wi R A hish level 4.

/éémi threa&mtzuﬁr1neqress - the eteady-;&sn-&a 011 im-
. el
pOltSA and the th;eat—ef lhfl&thH.

i o Botb problems ‘mperil our economic rccovery[_bethi&

aud-”aﬁ

threaten the strenqth of the dollarjﬁ Beth must be

’ coht:ollea.- 
:jgé; 6%;%t me speak first about enerqgy imports and their
impact on the=dollaréé
Over the past fourteen months, the value of the

dollar has fallen substantially in international markets’

(@' » cli wpleasant ut

il

K&gst—impurtantiyzxit—feftéets;thc—faet“fﬁﬁf‘WB~afe—~

imperting—far-too—meeh—foreign oit— Inmdded, one




-4

the greatest—threats—to—the economic well-being

ation is ywstant drain of

- ?,m*ﬁ"\ 4/

:."ThéAdeterioration in our balance of

trade and the value of the dollar is no mystery when we

'remember_thaégten.years égo we were paying roughly §2

. | o 0r7 s por’h 20 ) Gos Ve
billion for imported oil, while this year we—will—spead

s
morce than $§456 billion.

Our encergy problems are no longer ltheoretical or
potential. They are an active threat to the economic

well-being of our people.

Of all the major countries in ﬁhe world y we are

- : ‘ , 7 nd
the only one without a national energy policy, -Because
dacted . A

we have notﬂacted, other nations have begun to doubt

our will. Illolders df_dollars throughout the world have

interpreted our failure to act as a sign of economic
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weakne:ssland-_pnliatisal—péﬁﬂys-i-e?_ and these views

«

have been directly translated into aAfa-l-l-i-FK_) value of

our currency.

nﬂénm7z~ﬂ"mm‘AL7 mande

f The falling dollar[n.u;-)j makes inflation worse,‘ M
‘-"" L\Q"VM—-

It raises the p'vrice{ of goods we import, and this makes
it easier for domestic produ"cefs to raise their own

prices as well.

foicleb~

That is why we must have [a-n] enerqgy Eb—l—-l—-}-l Our

security degpends on it, and our economy demands it.
¢ PZ"GJ ar,l\tn—s wlr‘\a\.(—{' -{u.i’*f#-l/\ J"QO-“
The Congress must [_ct now] /H—it—does—ot; T will

I{ Qms(v_s.s CLoe.s ‘nu‘(’_ar_{’, ol nru.pa-r'{'r- will {\M'I-C.Lt.'

See (B , , :
altut)ighed' hmited "‘1 ‘tdmwx\s"w-“\u'- Caeds o W—&h—
#1 on—an—interim-basis, to limit—eit—importss e LnquY
Yrax
Bee Hey I ola,
program 1 _have propesed—would-de—a—betters—fairer, more—
;/'/ /fnfo/.’é M«a/ Ay n-t—&ca_c/.
actions that are availablei—but—one—way or anather
' _that_job must—be—domes7
. See
attached

Note 2
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o - have not done_as good a job _as wélmMSt—in—p¥emé%éng

-

Atbg e Z%;?Z Sl
moday'GLiﬁoQ 7

Astandard of 11v1ng and our ability to

grow depend on the raw maLerLalq and goods we import

J“l' f M/ derioue - 704.(./{ /m—/‘_/‘«c-‘o
‘from abLoaq,A[ﬁs_ﬂe_meos;—me£ej we must export more

@fMMW /MA&'# e %&. foo& G d Leresc

to pay for the goods and services we receive from

other countries.

ments to exports and replace

de ex ortin ' : portan i
‘ : +sil -IA Cabinet-level task force,

wil/
chaired by the Secretary of CommerceL_LD-develop 4Wfa<‘1”~7’

'//64?' fs e Avpfﬁf 6o ¢Z&3zr
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A

5 7 " - -ONgres
widl strengthenr—our domestic—eeconomy O r.; onomig
posi ' '1‘ = R—LQ . ) d
i = ::1 4%?34‘"°7 G 4V¢Ln»uadav
e

ﬂedu01ng owr oil 1mporLs and expanding our
hep bo concht [ht
exports will&Tuﬁxﬁmrms~te—étgh;]1nt1dt10n, but making-

that fight a success will require firm government

policies and full private cooperation.

‘E&e-damage thé%'fampant inflatdon aan—deuie‘all
too recenﬁ'in:cur memeries; It/makes family savings
melt.away. 'Ifzdesérqys'pla s end:hopes. And it damages
the social ordef by ‘ung

rhining people's sense that

they can control _their own lives and their own futures.




-8~

hoge =-

such as the poor/and the elderly --/who cannot defend

themselves ac inst it. We know that inflation do not

cure unemployment, but is tgo often the preludg to

anoth round'of recessyon and lay~offs, wXth the

indalculable damage Ahey do to Americad families.

Oniy if we/face these problgms with the serious-=

ness they dederve will we be abie to take the mgAsures

‘ . !Our efforts must be based

on three hard realities.

‘. The First is that the causes of our economic




...9_
resourceé can aggravate both unemployment and inflation
-aﬁ the éame timézg'The’dgnqefiqf continued inflation
is not simply that it will rob American families of
the economic gaiﬁs that they havg‘made,.but also that
it'pah bripg ahothér»found of unempléyment in its wake.
But-sensible éfforts té'correcf one problem can improve

gucte,‘)'ﬁ‘/

the other as wcll. That is why our, employment efforts
nocd . .

are  reagad ¥LCuslwi . »
Afee&s on structural changes in the economy which ¢an

actually reduce inflationary pressures while creating

new Jjohs.

The sccond rcality is that dealing with inflation

will be a long effort, which will fequire dedication

and persistence from us all.  The—current Inflation
has become embedded in the very tissue of our economy.

It has resisted the most severe recession in a generation.




_10..
It persists becéuse all of us —-- business, labor'
farmers, consumers, and tﬁe government  itself —-
are caught on a treédmill tha£ nope can stop alone.

Each group tries to raise its income to keep up with

Present awd Mﬁmlmﬁ—‘l o fese VB ;::.Hﬁ o5 1R
rising costs; cventually we all[?eé&—beh*nd]

There is no «uick way to stop that treadmill,
. anJH wed
no 51mple solutlon, 1t can only be done through %Qber—

é&neéiefforts, mOnth‘after month,‘yéar'after year.

~

The third reality is that we will only.sdqceed in
rgducigg.inflatiqn if we recognize a common interest
abo&e all Special intereSts;_gpd if we are determined
that the common interest.wili-ha?e a”c1ear public

voice.

Y} am absolutely committ to speak out for the

public interest in’reduc'ng‘inflation. In this free
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edonomy, there is one step that I Aill not take -~-

thét-of imposing controis ohv agéé and pricés; Controls
offer temporary relief, wiile creating idsting problems.
I will not use themf"v.'ﬁili ﬁse the full resources
of this office to

hcourage those who cooperate in

our shared natignal task, and to point out publicly

those who do not. !

;TWO months ago, in my Economi

.Report to Cdngress,
_I”announced(é general framewgfk fog)a ;oluntary

ﬁrogram to reduce the ratg of wage and price increases
over fhe ﬁext several Years. Since that time I_have
been working oh wayg to impleﬁent thét p;ogfam.' Today,

I would like to ¢iscuss briefly some major steps in

that effort.

Our first and most direct efforts are within

government itself. Wwhere government contributes
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.to inflation, that contribution should be lessened;

7mﬁanm4mf

whefe&i%s costs are too high, those costs should be
5 tmmsnd™

reduced; where jthimposes an inflationary burden on

business, labor, and consumers, those burdens should

77¢2uua%4k‘

be lightened; and where)it-can-set an example of

restraint and efficiency, it must do so.

Scc o i In January I proposed a budget fdr the next fiscal
attached - : . - . o
Note

#3  year_that;is tight; but that meets/the nation's needs.
The prospective deficit in that/budget is as large as
&Jh'we can afford without comprofiising our hopes for

3 _ ' p

balanced economic growth and decllnlnq 1nflat:10n./h"4-%S

@7/

Many possible a Aitions to the budget mlght sexve

worthy cnds, r fiscal

restraint, and arwt&%%ﬂgﬁcss to make hard ch01ces

about how t¢ use our limited resources. Otherwise
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In January,_I propos-ed a, budget for the next fiscal

year that is tl‘thtc,' but that meets the nation's needs /z‘"““""%
announced wnbas VAL et ot for mani gtan. Ao sl Can.
The prospectlve def1c1t in that budget is v @
ovd o/ tuf’dmwywwnwnwf Cecn /kyuvfﬁf1‘uﬁwr¢dﬂ¢umanqmlfm“47* -
ch/,fu»f
O.E_—$-6.O_b.;|..’l..l.1.on. As always, pressures are developlng oﬁ\

fn-m)"ﬂ\-\

re.

all sides to enlarge that deficit. %o-r—e*amp-la_—ﬁa-rm

b&-l-l—,-bu&-t;.on—t,a-x_c.r.ed-béq—ethef-s It .'LS ezs‘sen.tlal to our

future prosperity that these pressures be re51sted,‘ 4 & HHar
' /n/iy’nzf} f e /uﬂé’&/ /w5¢/°’ :

Indecd, as opporturntles__arise, we must work to
reduce that deficit, and to ensure that beyond 1979
the budget deficity declines steadily and moves us.

toward budget balance. W

laxger tax cuts and morg rsqs(nnﬂw'ne——eﬁ—ru-i:n—bhe—eeeﬁemicﬂ
reeovery: I will work closely with the Congress and,
if ncccssvary will exercise my veto authority to assure

d‘_f:(lf

that thet budget,line is heldy & X o _/4-4-»-/ F e /mvﬂf

ﬁfe/ %}Z ,n @4«,4,.,7
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our larger shared goal of gengral economic health

closely with the Congress

If necessaryy I will exercisep
f my office, including the veto
"assure that the tax reductions, spending,

?6 authority, t

d deficit in this year's budget arc in line

with pfy proposalsz:l

The Federal government must also act directly to

and plan

moderate inflafizzjw:wé can take the lead in breaking

the wage and price spirél,bybholdinq federal pay in-

creases down. . 4 During the past two years, Federal

white collar salaries have risen an average of six per

- R ku// . ‘
cent annually. I bﬂtand_&e propose llmltlnq them to

about 5. per ccnt this year, thérgby sefting an-
examplé for labbr and industry to moderate pricefanﬁb
wage.inc:easgs.: All Executive appointees and,members
‘ﬁ(’ﬁho nA°“ii;. 4?‘ é7 )ﬁ474mL4 2( fx%Z:;e @nd /hb@e

s ncrlages A /‘;/‘—‘—4744*"—/‘7 M‘( “—&«/ T aSerage

rrcrtate e -Ado caJ yeary /;«74_«)4._/
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5e,n/o"’ S
of my staff will also do wlthout a pay increase

Z,L%mw Jwe Poiinitln Ao Hom

this ycar. We
92;3’>f526¢¢' {9, Sce ¢ﬁ;7gu¢‘¢ ,4:/ 7z,¢£g4/4:,&u§;;4
~nment qhnuld take thc flrst step.
,_4:&/ Sor o5 P oeribins. |

i!-ei—se—as%;tate and local govcrnm&_ntsth-H;h

employ every seventh worker Ln_OUrvnatmon[:tp_do.

.

thei ? AI have teday sent letters to every

governor and to the mayors of 6ur_larger cities asking

that they follow the-federal example and hold down thelr

pay increases.

75
ko,

‘reduce taxes; Iﬁzek thaarthey flrst con51der lowering
sales‘taxes, which.add directly to the consumer's

.burden;

The federal government will take several other

steps to reduce inflation.

——‘4—ameé§£222229/éil Executive Branch agencies
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,// d&ce

4zyavoid or de&ay the purchase of goods or s rv1ces

whose prices are fiSing rapfdly,>un1ess by so doing

we would seriously jeopardize our national security

‘or create serious unemployment. ‘t ay ha

‘do_wé%heut_ihem_altaggghg%zz.I am also asking that

all new or renegotiated Federal contracts which con-
tain price escalation clauses should reflect the

principle of déceleration.

~-- We must Wcutttﬂg the inflationary

costs which private industry bears as a result of

government regulations. |We : re-e- efi

of—regqulativmat—the—lowest-possible—cost—and——net—

pursue them-éinglemindedlz_inn_thgil‘uwn sake, re=-

,/-i

garxdle
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Last month T

1

rsgu;a%éeﬁs¥é?siqnea o address—tiris—problem ;\ JZJJK

m'"’m’}‘ m ‘.JAJM—L‘—
A economic

d1reut64regu1atory agencies to

consegquences of their actions. ‘Te—emphaﬁéee—the—ém~

a committee to review the ecgnemic impact of major

regulations and ve asked its Chairman to report to

<~<Gnally on the dutcome_géfeaeh—fevieﬁz]

. Br
JkrlMﬁﬁ;%eview these regulatory programs every

few years, to eliminate or change those that have become

" outdated. /I support "sunset" legislation to ensure

that guweh—reviews—takoepiace.

cuts in some airline passenger fares, Ehe:e;wiii—be

N - . . ~
Tore—tf—the—Gengres ; : r




rcformfbtTIT‘Which—{—strcngty—suﬁpeft.f We are also
. A . e ¢¢casrur-° o o
See re~ oxamlnlngAFederal regulatlon of the trucklng

attached

. - 1ndustrqu[jAdL4uLJQuLJuuﬁnnhrﬂsrgnzikeuﬂthTxeducinq

. : freight transportation costs and retailvprices.

In addition, I am asking the independent agencies

“that regulate some of the most important parts of our

iy

economy to P:\-a.ke——t—he—-aeed to reduce inflation [J.\.n_to
accewnt| when they review rate 1 ; and —have

asked _them to explore régulatory changes that can

pulsbd

o make theAindustries they-xegnlate more efficient.

-~-Last fall, my—Aémtntstfatton—vxnﬁua+ﬂvrbh—%ha

uua-fbaﬂbJ
4ﬁﬁﬁfﬁﬁhés—deyglgp.major new leglslatlonAto improve

economic conditions on our farms, More—feeeﬂély—we

.taook additional steps to raise farmers' incomes this
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Farmers themselves are victims of an inflation

which raises production costs; UHe_cannaot igrere—the

pqEEESE;grYY severe y+u51°5c Fécad bygﬁheat farmers
iut the ﬂg;ion cannot tolerate a récurrence of double-
digit inflation of food prices. Conéequeﬁtly, T will
veto any legislatioﬁ, beyond.what I have already
recomnended, that wbuld‘iead to:highef food prices

Or-bu@qe't o-u-t-l_a.y.s_.- wf)m;l.'-l._‘(,__,.f | | o
&nrx- Abu Aélﬁvﬂdﬁac Secun An/Jf Iﬁ}%ﬂ/équcﬁd5
shuet

-‘A”Awﬂkyif‘ -— HousingAcosts have risen rapidly, partly be-
(e . |

.causg-of,sharp‘increases in the price of raw materials
such asviuhber. 'Since lﬁmber accounts for one fourth
of the total cost of a new houég; we can obtain some
relief by increasinéAproduction and using our exisfing
lumberngutput ﬁoré éffié;ently. Therefore, I have in-
structed the Dépattmenté of Agricﬁlthfe and Iﬁterior,

ZZ: ,Zﬁme;/’ A 2::4m4@1A&aaﬁc4@zQ¢£Z%%"4k~</
togetheor with my economic advisors, to report to me




we can take toward reasonable hospital pricEE;J/fz is
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et o il et

within 60 days on,ways to expand.. on a sustainped—yieid

Aarvebs  end S

ba&esr timber hazuests from Federal lands-__l-have—aske&

t

ays of expanding production-ea—

state and private lands.

)Lué 'A%ap/ﬁf'dtf_ﬁﬁﬁh .-,4;uﬁh

-has visen swmefed
| S and

from $15 in 1950 to. over $200 today, a physicians'

fees have riscn 75 per cent faster than other consumer
prices.

*he;ﬁz:::ial Cost 6on£ainmeht bill that—fF—have

propesed—to—the—€ongress ds the most effective step

azgélu_glx;xital that Congress act now on this—bill.

%/4/;, ///,4._%/////{1

o %M JM /r//r»-
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Th%ngovernment actiOnsAl haver discussed today can’
be an important step toward controlling inflation. But

plnsll  fpely

success or failure.in.thisxeffort will4be determined

by the actions of the private sector of the economy.

.I expect industrifé.and labor to keep thetr
price, wageg énd salary increases significantly
below the avc:aée-réte for the last two years.
This will not be easy. But the.example.of'Federal
PIS ’ ' '

employees must be matched. Inflation cannot be solved

by placing the burden of fighting it only on a few.

(Eram—apQQa4ing_n9%—me;el¥,Lg_lead3553¥%iﬁdusffiaL

egaly]and'othcr professional feces, college tuition

rates, insurance premiums, and other service charges

must also join in.

Ih/é%hef—wefdé;—i—am—asking;\

everyone in our mation -—J—am_asking you -- to
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_make‘g*5mg;l;sacrfﬁice_fnx_;hefwcIfﬁYﬁ*cf*our—ﬁat&on.

‘The Council on Wage and Price Stability recently
began a series of meetihgs with representatives of

business and of»labor in major industriesél-ﬂxex_the

. eve moR rrer . ; .‘él

o e
suchsmajnx_indusésisg}as stecl, auto#, aluminum,
paper‘railroads, food processing, communications,

ﬁvl

lumber,Athe postal service, and_others. In
consultation with the private parties the Council
will identify the rate at which prices, wages, and

other costs have been rising in recent years, the

outlook for the year ahead, and the steps that can

be taken to decelerate inflation. E%%WVTII‘EEE"

i 5 —5t el take to seg_;ha;—hhey~caégy

(=

devel ' ; i i » nd to inform

’
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me when our anti~inflation.goais_a‘ not being met.

In cases where industries or dnions are clearly

choosing not to join_th _effort?to deCelerate,,

I will speak out, d I have-direéted my senior .

the same::}

:”Let -me be blunt about this point.- th national

advisorszgo d

interest simply cahnot withstand-unreasoﬁablé

increases in prices and wqgesf 'It>fs my rcspoﬁsibility
to defend our national in£¢rest,'anqu Will speak out
firmly and clearly when the wélfare of-oﬁr people is

at stake.

v Mémbers of my Administration have already
disoussed.this deceleratipn prbgram with a number of
leaders Of'buSiness_and ind&stry.L They have promised

jud |

Al will meet with them

their cooperation, (#ext week

perseonalIly to discuss contributions that they can make

to help slow the rate of inflation.' E%@aﬁq~eth§f




'1igg§L_Qg1g*EQg1£_2g1_Sub;ee%—to—thE‘aEEETerétt6n

stanga:dgzk WQ ha?e alsé éiSCMssgq_our‘program with
leaders ;f érganized 1ab6r, whoéélﬁarticipation is
crucial. Léter I'gxpéct to-meet_with them personally
to discuss tﬁgfoﬁt+eek—Fof££ﬁ::fincrcases.

E ead this Eight pesserms ,'_ec‘:jiam
determined to devote the bower of my office toward
the objectiye of reduced inflation. Our approach
»must bé'flex%bie enéuqh-tp aécoun;lforvthe
Variatiphs in'qﬂ; cohp;égfeconomy;-- but it muét be
qomprchensive éndugh to coVér moSt of the agtivitiés
Qf our economy.’ We must anticipate developmeﬁts,'and.

"notvsimply reactg 4o Grﬂe;. o

In the long run;’we should devélop special

programs to deal with sectors of the economy where
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'government actions have the greatest potential for
- reducing inflatibn. These include housing, medical

Caﬁe, food, transportation, energy, and the primary
have '
&

metals_ihdustries.- Iaﬁﬂézinstruct he members

of my . Cablnet to workAw1th the Council on Wage and

cl—«.l-f-‘-
. . J fo. 4nnau»1¢’(‘e:r/7y“\-\ o e
Price Stablllty to develop4pnﬂpﬂSﬂJﬁ;Jku;Jxxh¥§Q¥?
lnflatlon in thclr areasx 47 ”*V‘“’//%é

/@Wf/fc o eSS

Bninglng inflation undg;—eea%;el will not be
easy*;'&nd it will not cOmejovernight. ‘It:will‘GOma.A%ﬂazb\
only if we find within ourselves qualitiesbthat'are a

basic part of our nation character, but which we have

St

neglected for some time.

7ZZJ4¢OLIQL'*V

It calls for a—TECGQﬁ%%*QH of waste ~e—and-a

dutermrnatron—%e—;educo_at, in our use of resources,

| Y Y :
especially—eneryyy ,in our demands for public servicesg
‘and*in our private standards of product
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t demands a willi

Abbve all;»it’requiresfan understanding that our
common1we1fane will prevail only:if‘we‘are willing,

, ’ ' £o?<§ﬁmwmuﬂﬁ to temper the.demands;of'odf individual

interests. Time;dnd égain in our history, the test

of our success has been‘Whether,_as free meﬁ—and
womcﬂ‘ we have&ﬁ#eeig]chosen the publlc interest over

E:c;d Je/)cyl M Mca‘/n}'

This is such a time. No act of Congress --

no program of oqr qovcnnment -- no order of mine can

4()6 ”e&J

alone brlnq forth thc qualltles L—speak—ef They

U al cmnnﬂn« nmﬁk;q/ : S .
dcpend on‘?«;-nwﬁ}determlnatlon to hclp ourselves -

a GaMm,Anm/ch'é"m/ i shaced st /7
axo;m*nattvn—%

believe the people of our country

Shafe—with—me.




P . Milee - Schullze. .

%—" VTM.M'{‘— Td7 ;f‘ ' D
. ' v . Foe /M |
Durlng theﬁ last flfteen months se—hawe . vy

,&", /M Qua_c/e ‘h 5@7//n/rf ;’mwii

-ﬁaﬂe good progress MM%

“.Xe
a-nd-[c;ea—te’jﬁbg] Four-and-a-half million more people.

are at work today than fifteen months'ago. The
unemployment rate has fallen«ﬁy nearly twenty-five.
percent. Average household income,;afrer adjustment
for both taxes and inflation, isrs_pércent higher
now than a year ago. Businegsrprofits in the second

half of 1977 were 15 percent higher than one year

before, and durlng that time the inflation rate :

¢ tismidle o pueli il foat?
was held to ___‘r_perce-n-t—

m 400 wow, Auolton s - —

,\[U;nempleymen“s&&-l—l—tee—h—xg-hj particularly

mabens v f 0 - ah $l Wbt
Came-ng—-e-aa young people and,\mlnorltv groups/\ We—are : d”"“
Cumomy's

/.l‘/ ov~ determined to sustain our,progress toward high employment

and rising real income' withpexisting programs and
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with new, carefully tarqcted incentives to encourage

-...private business to hire the hard-core unemplovyed. _ b

But we have serious economic problems which

cause us continuing deep concern.

Our nation's economic health can be protected

He

“only 1f we can cope w1th WO developments that now

_ Yot

Lha-ve—-beeeme—eg most serlous[threats - t-_he high

level of oil imports and the increésihg rate of

inflation.

These two problems both imperii our economic
recovery ahd threaten the strength of the dollar,

g n v
and they must be contolled.

_ : | . Grn
The steps that we will take £o—this—end

should-be-seen—as-part of a wider international

cffort by the majer CZSelldl nations to promote




world recovery in 1978. In this effort, each country

V'has‘a'rolé to play -—:with.thg U.S.’ﬁaintaininq its - A
_:grqwth while'attackingyinflation and limiting oil
importé, other coﬁnfries aéhieviﬁg'theif groﬁth 
targets, and all count%Aps avbiding'prdtectionism‘
and providing greater aid to developing countries. o
_ . : b

jIn_th4s—way7—Each—wiii—eeat:ibute—te—a—conc@rted

app;oaeh—and—a}}ﬂnﬁifgatﬁ'frﬁm it. In the hope that

CﬁWCCArka' : T
this ,approach will make a large contrlbutlon to world ' ﬁj

- /&W%I’K o%«.ha—%ow‘f

recovery, I 301nedAs&*—othe;;headsqaﬁ_state—and—goue;n__
-ment yesterday in announcing that we will meet (M
July 16 and 17 in Bonn to press ahead with our common

efforts.

. u/»m&w,%" ' .
But the first SQZEeqaéséte is effective action

within each naticn.




T
. w
4 - -

e e b e

B S VI P G L I N PR W

M&l[m"?heﬁsw ﬁv at pm(;/m, wi

The[:;;ma;y_cause_Qi_gg;ezloxat&ea—in—oufj

( s

balance of trade and theAvalue o the dollar is no

. . myste_ry.@hen—we—remeﬂﬂsef—tha_ﬂ?;n yeérs ago we w.ekr:e‘

paying roughtly $2 billion for imported oi%ﬂ‘whi%eczékhﬁl

) ;izgi;year oil imports will cost us more than

'$45 billion.

- Our énergy.problems are no longer theoretical
or pbtentiai;}‘They.are an active threat to the

econonic well-being of our people.




"0f all the major countries in the world ue--uq WW‘('"/ S’fZ«((’J

i :
\ /I-Ln r“nlvr is3ala) v.-:, ‘-Hr)n - 3 n:l:io_-\.al orncYry Dr\] il’:'.’k,
’ “and because we—hmve not acted, other nations have ' o

begun to doubt our will. Holders of dollars throughout.
the world have interpreted ou; failure te act as a

sign of economic‘weakness; and these views have been
directly translated into a decreasing value of our

currency..

]

The falling dollar in internaﬁional monetary

~markets makes inflation worse hefevatehoﬁe, It
raises the piice ef goods we ihpoft,,and ﬁhis makee
_it-eeeierAfor'domestic producers.to raise'eheif own

prices as well.

‘That is why we must havekenerqv lealslatlonﬁ @u2221//

Cur sccurity depends on it, and our eccnonty dermands it.




Th3/ggggraée—mnst—eemp%e%e—acv:on without further

. e _ . iy s . = : 2
aelay, 1ii Congress dous not act,,2il imports will

W W‘,. .
_have to be 11m1ted by administrative ast;anw*4muyaqu : v
q:féa-n JIC/ s ”o/ e daros K 04’/‘,’4'// Ia-/z{n. ,aﬂ.ﬂ I¢/¢7 2

or the other, oil 1mports must be reduced.

o

A0ur healthy and sustalned economic growth has: -
exceeded that of most other nations who are our major

trading partners, so we have been better able to buy

turw
their goods than them to buy ours. -

We-realize-that our standard of living and our -

e

ability to grow depend on the raw materials and godds

ol onidne . Pertur, firlfen

we import from ab;oad, -but, to prevent(/wrlous trade
. Y‘n_bd- +°

imbalanceﬁ we, mast export more  agricultural prodﬁcts

Ktrt] fur

and other goods and services to pay £er—the.goods_and

servicos-we-receive--from-other-countries.

”\,J\ Fu/\cb& beg ‘(Ml)e-_o/.




60 days.

A Cabihet-ievel task force, chaired by the

'Secfétary of Commerce, will develop additional measures

.to promote exports, and will report back to me within

t

I will :
I—have—cema_hexe_E;day primarily—to discuss

fe kot we mwif  dmbe 1O

LE?e—uTgEnt—qaestion—eé—whethefawe-cqf)protect our

national economic growtgrand the jobs and prosperity

of our peop%gtfrom»the threat of growing inflation.

OVt -




Conserving energy, increasing efficiency and

productivity, eliminating waste, reducing oil imports

and expanding our exports will help to fight

nt-

- making that fight-a success will require

inflatior

firm government policies and full private cooPeration.

same time.

simply that

e it 1410 1. He bAoA A s re v s 6 o Ty

reghmsidne
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The inflation we are suffering today began many years
ago and was aggravated in 1973 and 1974 by a gquadrupling
of OPEC o0il prices, widespread crop s'hortagés, Resstan Ssviet—
grain purchases,,and a worldwide industrial boom that 1led

_J
to doublevdigit inflation in the United Statejr
ard

so6s{vuf“’

4{.. “wa | d.



8 inflationary pfessures while creati new . jobs.

' The/second reality is thAat déaling wi‘th inflatidn.

Vwill by a long effort, wh"h w1ll requl,e dedlcatlon

.ian persistence from
- embedded in thé very tissue of our economy. It has

resisted the most severe recession in a-generation.

. , avwl
It per51sts because all of us -- bu51nessA.labor,

A  auJ o -
.VfarmerS/|consumers Egnrﬂﬂne—geve;nment_ltsetﬁ'—- are

'gaught on a treadmill that none can_st0p alone. Each

gfoupftries to raise‘its income to keep up with
presént and anticipated rising costs; eventually we

¥ . A s e
all lose the inflation kattlie

rb
C
r

e
o
(&4
o]
-
L]



There are no easy answers. We will not solve inflation
by increasing unemployment. ka&~hé will not )seiwe—imfiztion
. ey . . .
Qé]lmpoéiné’wage and price controls. We will work with

measures that avoid both extremes.

- i
N ey T e e 3 AR e



no simple solution; it can

be don‘\throuqh

@combined efforts, mont

determ ned that the common intere will have a

4r public voice.
AT b~ fon Shont 3o

Our first andrmost di;ect efforts are within

government itself. Where government contributes

mus F
to inflation, that contrlbutlon[ébeugg be lessened;

where governmentkeeets are too high, these—eests

should be reduced; where government imposes an

inflationary burden on business, labor, and consumers,




must do so.

Flee LNA€fo*
In-January, I proposed a—PiscaI"Year 1979

Lot

budget for the next fiscal year that 15/—1ght'rbuf'¢b‘d' ch&&(F

yeo St hae
: vt He rofun's Nuhd-PJmuéaﬂﬂfdk
that meetg—themnatlon s needs,A-*he recently announced

“}),I(.L

“uzban financing program‘was_included for next year.

The prospective deficit in that budget'is as large

‘as we can afford without compromising our hopes for
balanced economic growth and a declining inflation
rate. As always, pressures are developlng on all

pnentase spevdiof and
sidesAto enlarge that deficit. -

Potent1a1 outlay increases in the 1979 budget

|M M Wt #ﬂ’s

whlch are now beina considered by Conqres?\ would add

between $9 billion and $13 billion to spending levels

next vear. Jome of these politically attractive

ﬂo pﬁé? 01

of

S oy B A

RN "




—

programs would escalate rapidly Ln-eost in future
T o Nﬂﬂaaélzl ed gt
years.'-eﬁwspeeral concern(afe tuition tax credits,

-zhighway.and urban transit programs, postal service

financing) farm 1egislation, and'defense spending.

By tveqwens o v dipeal [ will ek Wooer

[it—is—esseﬁ%*al_tn—our—éuture—pfespertty

h

Jo__tart e 18 Hond——fr
(jv (2] N

Indeed, as opportunities arise, we must work

to reduce the deficit, and to ensure that beyond 1979

the budget deficit declines steadlly and movegas

toward lndget balance1411w1ll work closely with the

Congress and, if necessary, will exercise my veto

Kaeeyp 1139
authorlty to assuremthat the,budget deficit &swheldw

at or below the 11m1ts ?fFet—forth"rn—aanuaég
| o Lcw m\)oec |




The Federal government must also act directly

- to moderate inflation.

e | i eack T 0 e ey Y
o % Two months ago I proposed that Ahaw:-wage and N

, year~ . 51§, m%7
" price increlases”be voluntarily heldAbelow the average

- increase for the two p.recéed‘ing years -- an important

prindple of d‘ecélération._ g

T Oon- clefre d o

' L-We—caa take the lead in breaking the wage and

' ~ price spiral by holding Federal pa'y"-ihcreases down. )
- ng\iﬂﬂ-g—the—pa-st—twé? ye'ar-{;" Federal ivhite collar
PR % by Mmee Hla, st

. | -s_al.a-'ries Emweage—e{—-g% percent amnuaidly. °
_ -I/n&-n,;fo . . , ;

. « limmd R o
%&@Apropose limiting them—te about 5.5 percent

this year, thereby setting an example for labor and

industry to moderate price and wage increases. T ) e
Y w///%'%a-}e_ P sy of < . _
/,Jﬁrl Executive appointees and members of my senior
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I hawe consulted with the 1aade-rs—ef-tl&e—eongressr1ﬂho
have promsied that—they wWill take the—same-action—for-

Federal—dudges amdi—their oW membexrs. I believe that those

o Horer (oo JoS et ay

who are most privileged in our nation--including,executives
7% G s lan

Cf’ private companies--should set, an example of restraint.




et X
SR Ai;;rthermore.

' Conqress

:.qf;Asfaiéfénd iocal goVerhmenté eﬁpléyievery=seventh-
 :VQorkéf‘in'Qu£ naﬁiony and I have seﬁf létferé‘t6 
“ >é§éff'é6ve;nor aﬁd tovthe Mavyors 6f our larger cities

asli;ing that they follow the Federal example and hold

'760wn_£ﬁeir pay iﬁcreases.l I have al§Qé§ked that
‘ ‘ if £h6§é'§o§érnments plan £oredué§ Faxesithefvfirst

’éohéidér lowering sales tgxes,‘which add diréctiy to

-the consumer's burden.

.fm_ The'Federa1 government will take several other

-ssteps-to reduce inflation.

==~ All Executive Branch agencies will avoid or

- c

- reduce the purchase of goods or services whose prices

are risinag raridly, unless by so doinag we would




'I'am determined to eliminate unnecessary regulations
and to ensure that future regulations do not impose
unnecessary costs on the American economy. Our efforss to
. by reae trae Jo . .
reogganize the Federal, and,streamline the civil

servicewill help us ghxhxh put the government's house in

order.-
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I also urge Congressional committees to report regularly

Af¥>‘"”““7'77%°
to the Congress on the effeet—that pending legislation,would.

have—on-wages—anﬁ‘pyaees,nuch as trhe Council of Ecnomlc Advisors
noat
andACounc1l-on Wage and Price Stablllty‘report to me.




seriously jeopardize our national security or create
- serious unemployment. . I am also askinyg that all new
- or rénegotiated Federal contracts which contain price

escalation clauses should reflect the principle of

deceleration.

%- We must cut the'ihflationafy'costs.WhichAf
-pfivgte industry bgars as a tesult_éffgovérnment
"fégulations;:
T | | etbahr  punde
past month I dlrectedkregu¥ator¥ aggnc1es ““)cmﬁﬂg/
_;;,  ifd'ﬁinimize_the édverse econoﬁicfconsequencesgbf .
 ;a-_>£§ei%;éq£i§n$; /LJVFJL £;L““éé;‘
1 supqut»"sunset“Alegislation to ensure
 ..£hat werréview these regulatory progrgms every;few
1 yea;s, tp_elimin:té or changé‘thqse that hafe bécome

" outdated.

Jps el @




-~ The combined actions of my Administration emd
the Civil Aeronautics Board have already led to

substantlal cuts in some airline passenger fares

ber,wf’( o~ ap,awd'.“ 4 r»'wao’_ T sg7 =nd

I~st:ongly supporgjﬂgﬁ airline regulatory reform

leglslatlon,l:h;ch_has_alreaéy—passed*the—seﬁate aaélpublkﬁ
anpclecdd s yonr.

which-will reduce .consumer costs even-.-further. We

are also re-examining excessive Federal regulation

ol bt

of the trucking industry,,which may result in increased
efficiency while reducing freight[tranéportation costs

and retail prices.

.

In addition, I am asking the independent /Uf%~6&4”7

‘agencies t

of—our—eeonemy—to try to reduce inflation when they

. §- review rate changes, and to explore regulatory chahges

that can make the regulated industries more efficient.
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-Aéhe Senate has just:paésed a bill that would raise
food prices by 20 per cent and the overall cost of
living by 3 per cent, khakxwmux® shatter confidence in
the crucial expdrt markets for America's farm products,
and cripple Amerdécan farm families through increased

costs. It is bad for khm farmers, bad for consumers, and

bad for our nation. -




b i o v s

(-

- Last fall, major new legislation was passed

aﬂﬂcJﬁ will A;‘ﬁ;MMAQQWULL,

. . . ' '
'%sﬁlmoro"e economic conditions, cp—euwr—farms, and we :

4nnounce=! &dd ”'M-N-—? tv‘.dm'nq‘.-a."-.uq_ <c.f-.¢,\_,,

haveA .

-steps to raise farmezsr' ’ !

incomeg this year.

T T8 Y & e s vav— 1 o

3 'naésegg;>;-uction costs,but the nati

tolerate 4 recurrence o double-digit flation of

o . PRIV, s
food prices. Conseg ently,iI will veto anYAlegislation,

beyond what I have already recommended, that would W

y | , | d
lead to_highe;kE;a;Iprices orAbudget expenditures. n

-- Housing construction mtes have been at a

high level and costs have risen rapidly, partly because
of sharp increases in the.price of raw materials such
as lumber. Si

nce lumber accounts for one-fourth of

the total cost of a new

house, we can obtain sone

relief by increasing production and using our existing




lumber output more-efficiently, ‘Therefore, I have

-

instructed the Departments of Agriculture and Interior,

the Council on Environmental Quality, and my economic

‘ y 3o , _
adv1sors, to report to me within &€ days on the best

ways to .sustain expanded timber harveéts-from Federalll

WJ e«a.w

{uaclen yields | 5.
V_"> | et onatd (e WWMMA:L)(?
~- Daily hospital costs have jumped from $15 a“'p’h“—(
: - | €t cat,
eFF\cwlL'

in 1950 to over $200 today, and thsiciahs' fees have
risen 75 percent faster than other .consumer prices.
It is very important that Congress act now on the
proposed Hospital Cost Confainment'Bill as the most
effective sé%p we can take toward reasonable hospital
prices. Failure of Congress to act on the Hospital

( lé¥ fiﬂfyyﬂi’-

Cost Contalnment legislation will aﬁﬂ more than

1Y

$ billion inj;government spendlng over the next

Que '
k—:’-e—é yocars.

weedlocs

-.;,v“ ey, ey —rv’v-v—bw .
. i Sy

ver

laaée—and—from State and prlvate lands. (Fk¢°b4 Q‘IUu~¢s~
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Togethbé) with the airline deregulation bill, this is one
‘ ‘ ] " ellunen ‘ fh»*
‘of the fwo most important ,steps the Congress can take to

protect the public interest. in—stabde eéenemé&gréwth. Fhe

passaegeof Fhese measures ‘hﬂo far been delayed by the
specraf 41{07’7406f?

‘ lo
oppp@ition of powerful priwete i S. The-bills—widl
1y P

cleaxr.publie—interest in their-passage m111 lend—thert
ConSrive o Lasmd—SHora. P18 Yhido Feprstapy o
effoxrtymy full support, and I call on the leaders of

Congress to do the same.




- Such government actions as I have discussed

today can bé_aa'iméortant steps toward controlling - -
B F D e gl tlof e gnemnort stlf co sty _

: ihfiaﬁion. "Bk success or failure in this overall ’ o
R | TR ot

A

 :effort'wil1 largely be determined by £he actions of

'._aithe private sector of the economy.

_.I expgct.ihdusﬁry and lébor tb.keép p:iée,k

bwage.apd_salary increases'sigpificantiy belownﬁhe'
"ayefége faté fdr”the lan tyo ygf?sg Thoée whq set
Vmedicgl; legal, and othe; proféssidnéllfees, college
. tuitioﬁ';ates,:insuranéé prémiums, and.other-se;vice
;chargeé must also join ih.: This wi;l not be eaéy.
.Bﬁtlﬁpé‘example-of Fedéral act%on}must‘be'matﬁhed.
Ipf;giionicannot be‘éolved by placing tﬁe burdén of

. fighting it only on a few.




; 11

:itam aSking“Ehe American workers to follow the

exémple of Federal workers and accept a lower rate of

wage increase. 1In return, they have a right to expect
N»W{'ﬂ\)n' / 741

a comparable reductiem—in-the-rate—ef price increases

for the goods and services they buy.
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'The.COﬁnéil on Wage and érice.stability re¢entiy
:bggap a séries of meetingé with-repfesentatiVes-of
 .:t5ﬁ§ines§:and of labor in majof industriesrsuch as
iistééi,‘aufdmdbilés, aiﬁminum, paper, railroads,:foodb
ﬁp;otessing, communicatioﬂs, lumber, and‘the.postaliservice.
1Iﬁ cénsultatiohiwith the private parties the Council
1:Qi;lidentify thevraﬁe.at’which prices, wages, énd
W 46thér’cqst§ have beé#.riéing.in recent years; the'
 ;i;u£io§k fér tbeYéar ahead; andiihe“stépé £hét can be

E taken to decelerate inflation,_ 

IMSK/LT E _ J‘Mé’

Lét‘me,be 5i§nt abo§£ £his pointhKOur natiohal
‘ interést simply‘cénﬁo£ withs;and‘unreasénable increases
~in prices and wagesf.'It i#my regponsibility tp‘

d .» o . | . A' - '_ - ) vs‘peak’ ogt'ﬁ.

| firmly and clearly when the welfare of our people is
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I—repeat—titat @ne of the most important contributions they

can make is to show that restraint applies to everyone in — -
thetr—inmdustries; not just themen and women on the assemblyline,
but also the managers in the executiwe suites. Just as I

Q

will E )1thé pay of the top executives in the federal govern-

V24
ment, I—expeeit~-—amd the American peopleﬁ%xpect«*similar re-

straint from the leaders of American businessy bnd Abor.

I now cdll on business and labor to cgme forward with spécific
steps they plan to ¥ake to back up th# efforts I /have

mentioned today.




P

Members of my Administration have already
discussed this deceleration_program with a number

B of leaders of business and industry. They have

next—week to discuss contributions that they can make

o lt}J04 VA
: sf\\//V
to help slow the rate. of inflation , /PT AT 2“

//,,—wézﬁive¥aiso*discuésed“bur“pfégfﬁm‘wifh”léaq§;s

of organized labor, whose part;cipation,is crucial.

Later I expect to meet with them personally to discuss

ot 1o

fut%ré wage increases.

I am determined to devote the power of my

office toward the objective of reduced inflatio Our
. approach must be flexible enough to account for the
variations in our compnlex economy -- but it must be

coxmprehensive enough to cover most of the activities

of our economy. b

- |  later :["p;prof o b
promised their cooperatioe& and—l—wiia meet with

vithess

p
[ st



In the long run, we should develop special

programs to cdeal with sectors of the economy where
government actions have the greates{potential for
. reducing inflatidn. These include: housing, medical

care, food, transportation, energy, and the primary

metals industries. ; ine ’Z;; members of
h”// o | :
my Cabinet to,work individually and with the Council

on Wage and Price Stability to develop and to

w %’\

announce early action to reduce inflation 4n,their

)3
{

own areas of responsibility.

Reducing the inflation rate will not be easy

and it will not come overnight., IE&—will-happen-orly

have neglected-fer—oomebima.

AR
it
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We must admit to ourselves that we will never
cope successfully with this challenge until we face
some unpleasant facts about our problems, about the

solutions, and about ourselves.

The problems our-nation—f£aces in this generation

are, in a way, more difficult te—e¥appte—witir than those

Hereot—f—foreipe—ticop s,

of a generation before. We face no(autside—aggresser,
M 54447/7 /AC—uJ'ee/ Crise s wmnc/ Y/ 74

sho might make us forget our differences .—Thexe—is—ne-
M‘(
singLe—nnii¥ing_threat_to_maks—usfaiéﬂral1y to the defense

of the common good.

We all want something to be done about our problems --
except when the solutions affect us. We want to con-
asofot
serve energy, but not to change ougnhablts. We favor
sacrifice, as long as others go first. We denounce special
interests, except for our own.

,{&( ]oovil;.o(es —_— U\bt(e 5J

DQ“ AL (oa(ho( L.




The—ﬂﬂld*—Plain—£ae%—é9—tb&b—as.lnng—as—%hés—a%%étude

» S £y ! e ) o
blinds—uas—to—the—targer—good of our nation, —we—willI~

be mastered—by—the—echallenges—we—face_in this genera-
tienr—rather—than-mastering them. No Act of Congress,
no program of our government, no order of my own can

bring out the qualit%fs that we need: That—reguires
-a,change from the preoccupation with self that can

cripple our national will, to a willingness to acknow-

and o facrifice for

ledgeAthe common good.

_ v Yfooae wordd
sddurssed ook enm
The—weﬁds—thai%Walter Lippmanwrote nearly forty

s the nation prepared for the—EHETTEng\:>
We [

years agoj;

"

—
¢ ;

"Py“ yéu
i "Yen1 took the good things for granted," he said.
8y | ,
you ‘must earn them again. It is written:
that you cherish, you have a duty which you must fulfill.
g £ o

For eVery hope that you entertain, you have a task you

"Now

for every right




-

must perform. For every good that you wish could happen ...

fyo\u will have to sacrifice yoﬁ ’ comfort and ease. There

T -

is nothing for nothing any longer."

Tive amde, by %« wmd




THE WHITE HOUSE
WASHINGTON
April 12, 1978

. 2big Brzezinski

' Phe attached letters were returned in.

the President's outbox today and are
forwarded to you for your information.
The signed originals have been given
to Frank Moore for delivery.

Rick Hutcheson

\

cc: Frank Moore

RE: STATE DEPARTMENT REPORT CONCERNING
HUMAN RIGHTS POLICY AND THE IFI'S
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CONEIDEN AL.

" MEMORANDUM | - - 1s01

THE WHITE HOUSE

. WASHINGTON

CONFEIDENTTAL - GDS |

ACTION

MEMORANDUM FOR:  THE PRESIDENT =

FROM: f ZBIGNIEW BRZEZIl\JSKr/\}s :
 SUBJECT: . State Department Report Concerning

Human Rights Policy and the IFIs

Attached at Tab I is the report yéu requested'from'State
concerning our human rights policy and the IFIs. Your

" directive was in response to a letter given to you by

Congressman Moorhead and others (Tab B). Also attached
is a proposed response to the Congressmen which has been
cleared by Fallows. It makes the point that a great deal
of what these members find disquieting in our policy is
the direct consequence of Congressional action, and urges

them to work with us in trying to head off human rights

restrictions on such inappropriate measures as the
Witteveen fac111ty ,

RECOMMENDATION: R -

That you sign the letter = at Tab A.

GGNH‘D‘ENTTI\L = GDS % {//({'W



THE WHITE HOUSE
~ WASHINGTON
~ April 12, 1978

To Congressman William Moorhead

I have reviewed your letter of March 16 concerning
our efforts to bring human rights considerations
to bear on foreign assistance decisions. We are
in agreement that it is preferable to use positive
actions and normal diplomatic channels in pursuing
our human rights objectives.

While consideration of so-called "sanctions" is
required by several explicit federal statutes, we
have employed such measures with care and moder-
ation, and we have tried to be flexible in pursuit
of our objective of improving the observance of
human rights around the globe. O0Of more than 400
loans voted on in the IFIs since January 1977, we
have voted against nine and abstained on 14 on
human rights grounds. In addition, consideration:
of about 20 loans has been deferred; in several of
these cases the deferral was only temporary. Of
the hundreds of AID projects considered since
January 1977, we have deferred 22 on human rights
grounds. Five of these were subsequently approved.
I believe that these steps were helpful in attain-
ing real 1mprovements in human rights, which have
- occurred in the world in the past year..

In each of these actions we tried.conscientiously
to apply existing legislation in light of the best.
available information on human rights conditions
.in the countries involved. We have also-been
careful to apply the "basic human needs" exception
so as to permit loans and grants to go forward if
our humanitarian objectives are met. '



-

‘All of our actions in this area are the result of
deliberations by the Interagency Group on Human
Rights and Foreign Assistance. The Group was
created last April to assure that our foreign
assistance programs would reflect human rights:
concerns as required by applicable legislation.
As you will recall, at the time I took office, -
- Congress was deeply concerned that human rights
had been insufficiently considered in these
programs, and in part the creation of the Group
was a response to that concern. I am sending
along a summary of the Group's background. and
operations. . _ _

our human rights policy is by'né means all

" "sanctions." We are trying harder to direct a

greater share of our bilateral and multilateral
assistance to governments that respect human
rights. Our concern for human rights and world

- development has also led us to place great emphasis
on fulfilling our pledges to the international
development banks and to consider with the Congress
increases in the next replenishments. I hope that
you and your Committee will work with us to see
that our goals are fulfllled

I would like to add that I am very concerned that
Congress and the Administration work closely to-
gether to insure that inappropriate human rights
provisions do not hamper such international measures
as the Witteveen Facility. As you rightly point
out, ‘a human rights policy requires flexibility.

I hope that you will work actively with the Adminis-
tration to achleve this objective. :

We will contlnue to keep you .informed of our actions
in this area. 1I am glad you shared your concerns

Sincerely,

The Honorable

‘William S. Moorhead
House of Representatives
Washington, D. C. 20515




[ 2% 1 tao,t»ul. 1’!&
e €. N e, .4,
Tl e ANNUNIQ. Uk -

Hadli it o AR &
22, MO
L AN A 7.1 X - X
.* C el -NCAL, MO, .

s vt s aNIL ANDY, CALI.
Jateys ;s - AW MHCH,
CAADCA: O IR, N, -
KoM g 0 Y,
[* 1L A SSIALMAN, MO,
[ 4 ALY ' C @,
| 'tzu.um.
4 RN
s, . TAFORD, CALLYP,
L - . AvAmy, IND, .
N g

'QD ALLLM, TONM,
X L. DAMCUAS, NS
.t ¢ T UNIINE MY,

Yoo o,
: e,
» - ' OHIO

NS L T8 .

Lt -l.l \u EYES R ,lwu,
UG havrany, ca,
I WATE I ) GrlA, -
POUVLAT G ACIA, LY,

»(} TO:

U.S. HOUSE OF REPRESENTATIVES
- COMMITTEE Of DANKING, FINAKCE ANO URBAN AF r&ns

/gdl

2129 RAYBURMN HOUSK OrricC BUILOING
WASHINGTON, D.C. 20515

Nz yv-Fiere Cancntas

w?

March 16, 1978

" The President of the United States
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Minay HYOL, WL,
RICHARD KCLLY, FLA . -
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B. WILLIAN GAKEZN, LY.

———ee, . .

buring January the undersigned Members from the House -
Banking, Finance and Urban Affairs Committee and the Appropria-

tions Subcommittee on Foreign Operations, visited Columbia,
Argentina, Chile and Brazil.

« 9

Because of our jurisdiction,

the primary focus of our investigation was on the econonic
effectiveness of the multilateral lending agencies in which

the United States participates.

Specifically, in this

instance, we investigated Inter-American Developnewt Bank

pro:ects.

-Bowever, because the isste of human rights has been
inserted into the operation of multilateral lending agaacies
we examrined, in depth, this aspect of their cperations.

The Delegatlon unanlmausly agrees that the United States {i
should continue through Presidential proclamatloﬂs angd other
cfficial statements to pursue its human rights phllosOﬂh

and

do its best to convince other nations of thﬂ bencfi¥s that

ensue from such a philosophical position.

iast,

it

not all,

of the Members of this Delegation supported the human rlghts
anendnent when multilateral development lending legislation

as pending before the Congress last year.

The Delegation, however, believes that in practice the
- Presidential and Congressional dirgctives have been too rxaxdly

avplied.

We concluded that overly rigid appiication of human .

rngtb positions by economic sanctions through multilateral
" agencies are not cffectxve and are probably counterproductxve.

oo

L

N

L 3
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" %he view was expressed by all United States officials in the
countries we visited. The view was also expressed that the
*Christoohey Committee” ,Aﬁ_nn: adequately use the input from -
- our diplomats in the countries affected, nor properly carrv :
out the mandate establlshed by Conqress rcgardlng thc Euman
rlghts 1ssue. . :

C e o
In addltlon, Pre51dent Oduber of Costa Rica, whom we

visited after our inspection tour of the abova’ countries, and

- whose country has no human rights problems, expressed the view
that our use of econonmic sanctions in human rights situations
was too heavy handed and rigid and that we could accomplish, *
more by policies which are subtler and more flexlble._-Wé agree
thh President Oduber's observations. ) : )

As we expected, officials of the four South American
countries we visited objected to any. form of human rights pressure
exerted by the United States.: : .

- However, and more significantly, the pecple of the
countries we visited seem to believe that moral suasion and

. the power of world opinion were more effective in achieving

. progress toward human rights than economic sanctions imposed
indirectly by the United States through its participation in
multilateral lending institutions and directly by the United
States through its bllateral aid and/or militery sales and -

credlt programs. , s

For example, in Argentina, which has, perhaps,. the most
overt and flagrant program of abuse of human rights, we met
with three human=rights groups. The repeated rcfrain was,
- "Don't use econonic sancticns against our country." The most -
thoroughly genuine of those three groups was called the Mothers
of Plaza del Mayo. This group represents women whese husbands,
- sons and daughters have been arrested and who cannot get informa-
tion as to whether their relatives are alive or dead and, if
alive, where they are being held. Even this group favored moral
suasion over economic sanctions.. -

_ Mr. President, we support your policy statements on human
xights. We think the Congress may have overreacted in attemptin
to put these statements of principle into legislative form, but
we know this legis)ation contains several conditions which do .
pexmit flexible administratiodl. We believe that the Department
oI Statc has overrcacted to expressions from the President and
Xnhe Congress i1n a way that is not only cdetrimental to the United
States but also to the people about whose human rights we are
concerned. ’ _— [ o




' "'. .0. _.4.'. . : . .
.:'\‘ @ . ’ . ’ . ' ) L
~ Mr. President, this Delegation was one of. the largest
‘to visit South America in recent years. We hope that you will
take our views into account. When you visit South Amcrica,
we hope you will take the opportunity to test the conclusion
we have reached. o : ' , '

v : . )

_ Mr. president, although the main thrust of this letter
deals with the human rights question in South America, as . »°
viewed by the United States, We spent a considerable amount

of time investigating IDB projects and talking to IDB, .s. and
1ocal officials concerning the activities of the IDB in those
- countries visited.. Our overall impressions fron talking to
vecipients of IDB programs and officials is that the ID3
deserves our continuing support. o o ,

In conclusion, if there was one constant theme in every

country we visited, it was the great respect and even affection
for the United States that_wasamanifested by nearly everyone

we encountered.

| B | Respectfully yours,

e |

J. Wwilliam Stanton, (Ohio)

Garry Browm, (Mich.)}
Henry J. Hyide, (X1l.)

wWilliam S. Moorhead, (Pa.)
- Joseph G. Minish, (W.J.) .
~ John J. LaFalce, (N.Y.)
- Charles Wil;pn,.(?ex,)
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THE WHITE HOUSE

WASHINGTON

12 April 1978

C

TO: . : THE PRESIDENT Q /
FROM: RICK HUTCHESON (i'
SUBJECT : '~ Memos Not Submitted

1. SECRETARY CALIFANO sent you a copy of an anti-inflation
statement he made today. The statement stresses that
passing the Hospital Cost Containment legislation is
one of the most important things Congress can do to v
reduce inflation. The statement also lists a number of
administrative measures HEW will undertake to hold
down inflationary health care costs.

2. PETER BOURNE sent you a report on International Narcotics
Control Policy, prepared by an interagency group under
the auspices of the Office of Drug Abuse Policy.

"The report proposes policies (1) to encourage the sub-
stitution of narcotics producing crops with other agri-
cultural commodities; (2) to actively engage in the e
worldwide reduction in the demand for illicit drugs;

and (3) to increasingly look to international organiza-
tions to achieve many of these objectives."” These recom-
mendations "will be incorporated in the 1978 Federal
Strategy to be prepared by the Strategy Council on Drug
Abuse."



THE SECRETARY OF HEALTH, EDUCATION, AND WELFARE
WASHINGTON, D.C.EOEO(

April 12, 1978

FOR THE PRESIDEN
FROM JOE CALIFANO,

Enclosed is a copy of the anti-inflation program
in the health area which we announced this morning as
part of your anti-inflation program.

Attachment



THE WHITE HOUSE

WASHINGTON

Date: March 31, 1978 , MEMORANDUM

FOR ACTION: FOR INFORMATION:

. Stu Eizenstat V\(/
Zbig Brzezinski o

FROM: Rick Hutcheson, Staff Secretary

SUBJECT: Peter Bourne report re International Narcotics
Control Policy

YOUR RESPONSE MUST BE DELIVERED
TO THE STAFF SECRETARY BY:

TIME: Noon

DAY: Thursday

DATE: April 6

ACTION REQUESTED:
’ _X_ Your comments
Other:

STAFF RESPONSE:
| concur.
Please note other comments below:

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questions or if you anticipate a delay in submitting the required
material, please telephone the Staff Secretary immediately. (Telephone, 7052)




THE WHITE HOUSE

WASHINGTON

March 31, 1978

Dear Mr. President:

I am pleased to forward to you the report on International
Narcotics Control Policy which is one of the several drug policy
reviews conducted at your request. The review was conducted by
the Office of Drug Abuse Policy with the assistance of an
interagency working group drawn from the Departments of State,
Treasury, Justice, Defense, Health, Education, and Welfare,
Agriculture, the Central Intelligence Agency, the Drug
Enforcement Administration and the U. S. Customs Service.

The report proposes policies (1) to encourage the substitution
of narcotics producing crops with other agricultural commodities;
(2) to actively engage in the worldwide reduction in the demand
for illicit drugs; and (3) to increasingly look to international
organizations to achieve many of these objectives. These and other
recommendations pertaining to better management of U, S. efforts in
the control of narcotics overseas will assist in achieving the
objectives outlined in your Message to the Congress of last August
on drug abuse and will be incorporated -in the 1978 Federal Strategy
to be prepared by the Strategy Council on Drug Abuse.

Your continued interest in and dedication to our international
narocotics control effort is appreciated.

Director “ .
Office of Drug Abuse Policy



INTERNATTONAL NARCOTICS CONTROL POLICY REVIEW |
EXECUTIVE SUMMARY

As the world becomes increasingly pluralistic and the inter-
dependencies of nations become more numerous and more sensitive,
we find that many of our most important problems are no longer
clearly "domestic" or "foreign." The domestic U.S. drug abuse
problem has always had international implications in that many of
the serious drugs of abuse originate in foreign countries.” This
report examines current U.S. international drug control policies
and proposes several initiatives designed to further improve

-efforts to reduce the illicit supply and demand for drugs.

International conventions and treaties have recognized the
international implications of the drug abuse problem since The Hague
Opium Convention of 1912. To enhance these international efforts,
the United States assigned law enforcement personnel abroad in the
late 1930's to work with host countries in stemming the flow of
opium, its derivatives and cocaine into this country. While enforce-
ment measures directed against the illicit traffic involve a great
number of foreign police and customs officers and have achieved no- -
table successes, further significant control of illicit drugs calls
for an increased emphasis on three other broad but interrelated
areas: (1) the reduction of supply through the curtailment of opium
poppy and coca bush cultivation; (2) the initiation of international .
programs to reduce the demand for drugs; and (3) the increased use
of international organizations to encourage, plan and finance these
measures with foreign governments. :

The strict control measures imposed by the Government of Turkey
and the poppy eradication program enforced by the Government of
Mexico have been effective in reducing the supply of opium and heroin
available for the worldwide illicit market. However, the poténtial
for an increased cultivation of the opium poppy and the coca bush in

. other parts of the world cannot be ignored. Enforcement actions alone

can never be campletely effective when pitted against an unlimited ;
production of raw materials. Consequently the report recommends that
the United States place an increased emphasis on income substitution
programs to reduce or eliminate the dependency of certain farmers on
poppy, coca and cannabis cultivation. ILarge scale efforts will
require firm development planning and resource commitment by the

- producing country, together with financial and technical assistance

from international organizations, international financial institutions
and interested countries. Income substitution programs are, of - -
necessity, long term, in that they involve major economic and social
change, and must be accompanied by strong enforcement measures to be

- effective.




The production and supply of illicit narcotics and psychotropic
drugs are, to a significant degree, a function of demand for without
drug consumption, there would be no incentive to produce and little
‘profit in trafficking. The importance of demand reduction as part of
a balanced international drug control program should be emphasized as-
a means of convincing other governments of the immediacy and serious-
ness of the worldwide drug abuse problem. The increasing illicit use
of drugs in other countries supports the need for strong and forceful
international action. The fact that assistance from international
organizations is often more welcome by some nations than bilateral
- aid led to the recommendation that the U.S. increasingly look to United
United Nations agencies and regional organizations to focus world
attention on continued production and trafficking practices and to
assist in flnancmg mternatlonal narcotics control programs

The report recommends mltlatlves to (1) reduce supply by (a)
seeking international comitments and financial support for projects
to reduce poppy and coca cultivation, (b) in developing measures to
improve an attack on the financial aspects of trafficking and
procedures for arrest and prosecution of offenders overseas through
further mutual assistance and extradition treaties; (2) reduce demand
through (a) providing greater assistance to foreign governments in
developing demand reduction programs, (b) reviewing drug treatment
services provided to U.S. citizens abroad; (3) exploring the feasibil-
ity of greater use of regional efforts to control drug trafficking -
and abuse; (4) developing specific Narcotics Action Plans for
countries affected by the supply of and/or demand for drugs; (5)
assessing the scope of the drug control problem through a compre-
hensive compilation of all existing data; and (6) improving the con-
duct of U.S. overseas programs through (a) systematic communication
_of drug—related policies to key embassies and missions, (b) develop-

ing an improved DFA foreign personnel system, (¢) evaluating U. S. ‘
* training programs provided foreign drug control personnel, and

(d) sensitizing narcotics control personnel to demand reduction
technlques and opportunities.

: The 1mp1ementatlon of these recomnendatlons will be the respon51-
bility of those departments and agencies primarily accountable for
the areas addressed in the report. The Drug Abuse Policy office and
the Special Assistant to the President for Health Issues will monitor
the implementation process and present pe.rlodlc program reports to ,
the PreSJ.dent.

coii
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THE WHITE HOUSE
WASHINGTON

' NSC COMMENT:

Bourne's memo on Narcotic Policy

To the extent that the U.S. itself
is a major source of demand, the
initiatives recommended in the
report should include: coordination
of international initiatives with
the implementation of demand-
reducing domestic U.S. programs
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Date: ‘arzh 31, 1978  MEMORANDUM

WASHINGTON

;g:w“,' | FOR ACTICr .;~\.  “‘ 4F0thF0RMAﬂ0N

BT Stu fizenstat
R , ig Brzezinski

FROM Rick Hutcheson Staff Secretary

SUBJECT Peter Bourne report re Internatlonal Narcotlcs T
Control Pol:Lcy S L

' YOUR RESPONSE MUST BE DELIVERED
TO THE STAFF SECRETARY BY: '

 TIME: Noon

"DAY: | Thursday

DATE: April 6 || .

ACTION REQUESTED:
- X Your comments

P . é‘mr’L J\/No —_—

Please note other comments below:

Other:

m

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.
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THE WHITE HOUSE

WASHINGTON

March 31, 1978

Dear Mr. President:

I am pleased to forward to you the report on International
Narcotics Control Policy which is one of the several drug policy
reviews conducted at your request. The review was conducted by
the Office of Drug Abuse Policy with the assistance of an :
interagency working group drawn from the Departments of State,
Treasury, Justice, Defense, Health, Fducation, and Welfare,
Agriculture, the Central Intelligence Agency, the Drug
Enforcement Administration and the U. S. Customs Service.

The report proposes policies (1) to encourage the substitution
of narcotics producing crops with other agricultural commodities;
(2) to actively engage in the worldwide reduction in the demand
for illicit drugs; and (3) to increasingly look to international
organizations to achieve many of these objectives. These and other
recommendations: pertaining to better management of U, S. efforts in
the control of narcotics overseas will assist in achieving the
objectives outlined in your Message to the Congress of last August
on drug abuse and will be incorporated in the 1978 Federal Strateqgy
to be prepared by the Strategy Council on Drug Abuse.

Your continued interest in and dedication to our international
narcotics control effort is appreciated.

Director
Office of Drug Abuse Policy



PREFACE

This review of the U.S. international narcotics control
policy was initiated under the auspices of the White House Office
of Drug Abuse Policy (ODAP) in early November 1977. Taken to-
gether, this report and the ODAP studies on Border Management,
Drug Law Enforcement, Narcotics Intelligence, Requlatory and
Compliance, and Drug Use Patterns, will be the basis for future
deliberations of the Strategy Council on Drug Abuse and the -
Domestic Policy Staff and thus enable the Federal Government to
proceed with renewed resolve to reduce drug abuse.

The review was undertaken by a team of representatives (see
Appendix 1) from the following Federal agencies and departments:
the Departments of State; Justice; Treasury; Defense; Agriculture; .
Health, Education, and Welfare; the Drug Enforcement Administra-
tion; the U.S. Customs Service; the National Institute of Drug
Abuse and the Central Intelligence Agency. A sincere apprecia-
tion is extended to all of the individuals from these agencies
and departments for without their expertise and professionalism
this report could not have been possible. '



INTERNATIONAL NARCOTICS CONTROL POLICY REVIEW

EXECUTIVE SUMMARY

‘As the world becomes increasingly pluralistic and the inter-
dependencies of nations become more numerous and more sensitive,
we find that many of our most important problems are no longer
clearly "domestic" or "foreign.”" The domestic U.S. drug abuse
problem has always had international implications in that many of
the serious drugs of abuse originate in foreign countries. This
report examines current U.S. international drug control policies
and proposes several initiatives designed to further improve
efforts to reduce the illicit supply and demand for drugs.

International conventions and treaties have recognized the
international implications of the drug abuse problem since The Hague
Opium Convention of 1912. To enhance these international efforts,
the United States assigned law enforcement personnel abroad in the
late 1930's to work with host countries in stemming the flow of
opium, its derivatives and cocaine into this country. While enforce-
ment measures directed against the illicit traffic involve a great
number of foreign police and customs officers and have achieved no— -
table successes, further significant control of illicit drugs calls
for an increased emphasis on three other broad but interrelated
areas: (1) the reduction of supply through the curtailment of opium
poppy and coca bush cultivation; (2) the initiation of international
programs to reduce the demand for drugs; and (3) the increased use
of intermational organizations to encourage, plan and finance these
measures with foreign governments.

The strict control measures imposed by the Government of Turkey
and the poppy eradication program enforced by the Govermment of
Mexico have been effective in reducing the supply of opium and heroin
available for the worldwide illicit market. However, the potential
for an increased cultivation of the opium poppy and the coca bush in
other parts of the world cannot be ignored. Enforcement actions alone
can never be completely effective when pitted against an unlimited
production of raw materials. Consequently the report recommends that
the United States place an increased emphasis on income substitution
programs to reduce or eliminate the dependency of certain farmers on
poppy, coca and cannabis cultivation. ILarge scale efforts will
require firm development planning and resource commitment by the
producing country, together with financial and technical assistance
from international organizations, international financial institutions
and interested countries. Income substitution programs are, of
necessity, long term, in that they involve major economic and social
change, and must be accompanied by strong enforcement measures to be
effective.



The production and supply of illicit narcotics and psychotropic
drugs are, to a significant degree, a function of demand for without
drug consumption, there would be no incentive to produce and little
profit in trafficking. The importance of demand reduction as part of
a balanced international drug control program should be emphasized as
a means of convincing other goverrnments of the immediacy and serious-
ness of the worldwide drug abuse problem. The increasing illicit use
of drugs in other countries supports the need for strong and forceful
international action. The fact that assistance from international
organizations is often more welcame by some nations than bilateral
aid led to the recommendation that the U.S, increasingly look to United
United Nations agencies and regional organizations to focus world
attention on continued production and trafficking practices and to
assist in financing international narcotics control programs.

The report recommends initiatives to (1) reduce supply by (a)
seeking international cammitments and financial support for projects
to reduce poppy and coca cultivation, (b) in developing measures to
improve an attack on the financial aspects of trafficking and
procedures for arrest and prosecution of offenders overseas through
further mutual assistance and extradition treaties; (2) reduce demand
through (a) providing greater assistance to foreign governments in
developing demand reduction programs, (b) reviewing drug treatment
services provided to U.S. citizens abroad; (3) exploring the feasibil-
ity of greater use of regional efforts to control drug trafficking
and abuse; (4) developing specific Narcotics Action Plans for
countries affected by the supply of and/or demand for drugs; (5)
assessing the scope of the drug control problem through a compre-
hensive compilation of all existing data; and (6) improving the con-
duct of U.S. overseas programs through (a) systematic commnication
of drug-related policies to key embassies and missions, (b) develop-
ing an improved DEA foreign personnel system, (c) evaluating U.S.
training programs provided foreign drug control personnel, and
(d) sensitizing narcotics control personnel to demand reduction
techniques and opportunities.

The implementation of these recommendations will be the responsi-
bility of those departments and agencies primarily accountable for
the areas addressed in the report. The Drug Abuse Policy office and
the Special Assistant to the President for Health Issues will monitor
the implementation process and present periodic program reports to
the President.

ii
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INTERNATTONAL NARCOTICS CONTROL POLICY REVIEW

I. INTRODUCTION

As the world becomes increasingly pluralistic and the inter-~

" dependencies of nations become more numerous and more sensitive,
we find that many of our most important problems are no longer
clearly "domestic" or "foreign." Energy shortages, trade deficits,
and agricultural prices, for example are inextricably related to
foreign considerations and domestic policy to deal with such prob-
lems is interwoven in their solution.

The domestic U.S. drug problem has always had international.
implications in that many of the serious drugs of abuse originate
in foreign countries. It has long been recognized that the
effective curtailment of trafficking in illegal substances depends
heavily on control being exerted as closely as possible to the
source. Once the illegal substances have reached our 96,000-mile
border, or have been distributed in the U.S. or in another non-
source country, control becomes a massive problem for law enforce-
ment. Thus, the burden on the U.S. domestic law enforcement
agencies can be significantly reduced to the extent that foreign
governments are capable and willing to control drug production
and/or trafficking within their own countries.

. However, it is not enough that the objective be to reduce only
the supply. A demand out of control implies fearsome consequences
to the social system of any country and makes far more difficult
the task of reducing supply. To the extent that demand for illicit
drugs can be reduced, so will the incentive to produce be diminished
and thus will income substitution programs backed up by enforcement
operations be more effective. Endorsing this interdependency in
his August 2, 1977, Drug Abuse Message to the Congress, the Presiden
stated: :

"Drug addiction, which in recent years was viewed as a
problem peculiar to America, now affects people throughout
the world. We can no longer concern ourselves with merely
keeping illicit drugs out of the United States, but we must
join with other nations to deal with this global problem
by combatting drug traffickers and sharing our knowledge
and resources to help treat addiction wherever it occurs."

This report will look to ways in which our U.S. international
drug control policy can accomplish this dual objective.



In the past three years, the United States and many foreign
countries have gone beyond the findings of the White Paper* which
stated that "in many countries drug abuse is still seen as
principally an American problem." Though this may still hold true
in certain parts of the world, the foreign efforts of many U.S.
agencies and the efforts of certain international organizations
have significantly contributed to an awareness by foreign govern-
ments of their own drug abuse problem. Due to both increased
addiction rates and a willingness to openly face long term problems,
foreign governments, together with the United States, have offi-
cially recognized the widespread ramifications of drug cultivation,
production, trafficking and consumption.

Historically, the approach to the international narcotics
problem has been one that focused primarily on investigations of
trafficking and the interdiction of existing drug supplies. More
recently, the eradication or replacement of illicit drug production
has assumed greater importance. A complementary way to address
this issue has developed in the past three years and consequently
deserves proper consideration in formulating our international drug
control policy. The production and supply of drugs are, to a
significant degree, a function of demand. Without drug consumption
there would be little incentive to produce and little profit in
trafficking. Thus, it can be argued that the economic dynamics of
international drug trafficking, and hence of international drug
control, are linked inextricably with drug consumption. By the
same reasoning, it follows that if drug consumption can be reduced,
there will be inevitable economic repercussions in the drug pro-
duction system itself, thereby making the system more vulnerable
to income substitution measures and enforcement activities.

Drug dependency by a citizenry in a foreign country can have
the same weakening effects on that nation's society and economy as
it can on ours. An active program of assistance to such a country
in reducing its drug dependency is not only important from a
humane point of view, but it also is consistent with our other
domestic objectives. The drug traffic also produces vast sums of
untaxed money which support the criminal community, corrupt offi-
cials and can even support insurrections. Crops which produce
illicit drugs are planted in lieu of food products and econcmic
development is stultified by a production system dependent on
clandestine operations that is a sovereignty unto itself.

* white Paper on Drug Abuse, September 1975; A Report to the
President from the Domestic Council Drug Abuse Task Force.




Our policies now should be structured to provide increased
emphasis on developing viable demand reduction programs and attack-
ing the supply side through agricultural development programs —-
to the extent each is successful, enforcement efforts can be more.
effective.



II. SCOPE OF THE PROBLEM

To fully understand the scope of the international narcotics
problem and our efforts to deal with it, it is important to
briefly consider the worldwide drug production and consumption
capabilities for opium/heroin and cocaine. Tha information avail-
able on other drugs of abuse, such as marihuana, hashish and the
psychotropic substances, does not lend itself, at this time, to
such analysis. Historically, the primary U.S. effort to reduce
supplies and demand has focused on opium and its derivatives and
cocaine. ‘Thus, more information is available on the illicit pro-
duction, use and trafficking in these cammodities than on marihuana
and the psychotropic substances. These latter substances are still
a significant factor in the total drug problem and the inclusion
of information on them should be a part of any systematic data
collection process developed for production, use and trafficking
in all illicit drugs.

In this review it is important to also bear in mind that there
are no precise means of measuring the international narcotics prob-
lem. The concerted effort of the U.S. and other governments in
conjunction with international organizations to exploit the accumu-—
lated knowledge of specialists in narcotics enforcement, drug
rehabilitation and prevention, and narcotics control has brought
about an increase in information on the illicit narcotics traffic.
Nonetheless, the information is still not sufficient to allow
accurate measurements of worldwide illicit drug production, consump—
tion and distribution. Furthermore, the variables which one must
consider (e.g., climatological effects, political factors, reporting
methods, etc.) in determining any figures far exceed the limits of
. our present capability and consequently, at best, only support a
wide range of estimates. The production and consumption figures
presented here represent estimates only but are currently the best
available information based on current collection capabilities.

(1) Opium/Heroin

The elimination of opium poppy (papaver somniferum) cultivation
is considered to be one of the major means of suppressing the illicit
heroin traffic. The opium poppy, however, is not cultivated solely
for use in heroin production; a sizeable portion of the world's
population still consumes the product of the poppy in such other
forms as codeine, morphine, poppy oil extract and poppy seeds.

Opium smoking and eating are still prevalent in many parts of the
world, sometimes used in primitive health facilities to alleviate
physical pain and sometimes as part of long-standing social customs
or religious rites. ‘




Essentially there are two separate and distinct major markets
for opium -- the licit and illicit. The licit market is geared to
world demand for opium for use in manufacturing medicinal opiates.
Annually, the International Narcotics Control Board (INCB) attempts
to determine the licit production figures from estimates and
statistics provided by those countries which legally grow opium
poppies as permitted by the Single Convention on Narcotic Drugs
of 1961. During the past decade foreign govermments have increas-
ingly adopted the poppy straw harvesting method which yields
morphine instead of opium, to facilitate control over drug produc-
tion and distribution. Governments are under no obligation to
furnish to the INCB statistics on poppy straw production or stocks,
as required for opium under the 1961 Convention. The INCB, however,
- does report the world supply of raw materials for the licit manu-
facture of opiates as reported voluntarily by governments through-
out the world. In 1976, 1,177 tons of opium were produced by India
and 30,736 tons of poppy straw were processed for the licit market
primarily by Australia, France, India and Turkey

The illicit market is much more complex. Broad estimates from
the U.N., the United States, and foreign governments suggest that
approximately 1,030 metric tons of opium were produced illicitly in
1976, primarily in the following countries: Afghanistan, Burma,
Taos, Mexico, Pakistan and Thailand. )

ESTIMATED ILLICIT OPIUM/HEROIN
PRODUCTION AND CONSUMPTION CAPABILITIES
(METRIC TONS)
OP1UM . HEROIN
Gonsumption / ' Consumption/
Geographic Area Production Distribution - Production Distyibution
‘Southeant Asia e 200 (local) — 20 {Aeia)
(Burma, Laos, 500 —_— . 29 ——
Thatlland) 0 (Hong Kong, ‘Malaysla, 9 (U.s., E\lrope and
and other parta of world) Australia)
Mexico 40 Minimal 4 a4 sl
/ 175  (local)
Pakistan 200 \24 5 (lran and India) Unknown Unknown
0.5 (Europe and Hong Kong)
/ 1t2  (local)
Afghanistan 290 1?5 (lran) Unknown Unknown
] \ 2.5 (Mid Eaat and Europe)
Iran 24 5 Allegedly diverted-Sri Lanks, Unknown : Unknown
. SE Apia and Arablan
peninsula)
India | 3/ 3/ None : None
1/ Believed ta -uppty 2/3 of the requirements of /2 milllon lean-than-daily heroin users within the United States

Z/ All production 19 ticit,
3/ Dascd on some reports there may be as much as 10 percent leakage from the licit oplum production.
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(2) Cocaine

Unlike opium poppy cultivation, coca. bush growth is narrowly
limited geographically. The coca leaves are grown almost exclu-
sively in Bolivia and Peru while the processmg into cocaine
hydrochloride . is believed to take place mainly in Colombia and
‘on a small scale in Ecuador. Coca production does occur in other

South American countries and in other "parts of the world; however,

this production and any diversion of pharmaceutical cocaine are

minimal compared to the quantity produced vlaneru and Bolivia.

Depending on such variables as cocaine alkaloid content,

extraction efficiency and personal exm

exmertise,” the following

diagram shows the approximate conversmn ratios:

(275-750 Kgs) (2.5 Kgs)

Coca leaves C— Coca paste

———>| Cocaine hydrochloride
: (1 Kg) '

Broad estimates from the U.N., the U.S. and foreign govern-
ments indicate that approximately 63 metric tons of cocaine were
available in 1976 for the worldwide illicit market, The following
table shows the estimated amounts of coca leaves and cocaine
produced and distributed worldwide in 1976.

Peru and Bolivia

Acreage

Potential coca leaf production
Coca leaf consumption
Legitimate export

45,000 hectares (ll1,150 acres)

55,000 metric tons

22,645 metric tons (masticators and local use)
836 metric tons

Available for conversion (rounded)

Coca paste production (under ideal circumstances)

Potential cocaine hydrochloride productlon (under
ideal circumstances)

31,500 metric tona
157 metric tons

63 metric tons

Potential cocaine lost or never produced because
of crude laboratory methods

Consumed outside U.S.

Seized worldwide

41-31 metric tons
5-10 metric tons
2 metric tons

Available for illicit U. S, market

15-20 metric tons




Findings and Conclusions

While these and the opium/heroin figures were arrived at
through a complex processing of the most valid and up-to-date
information available, their tentative nature and the current
discrepancies in them do not allow for an accurate assessment
of the narcotics control problem or an adequate measure of the
results of the efforts to deal with them.

Recommendations

® The Strategy Council on Drug Abuse should direct a study on
the best means of assembling and validating the wealth of
supply and demand statistics maintained by the U,S. and
international organizations in the area of narcotics control
and adopt procedures for systematic reporting, analysis and
publication of this data.




III. NARCOTICS POLICY IN THE CONTEXT OF U.S. FOREIGN POLICY

_A. BACKGROUND

- Narcotics control considerations have played a fluctuating role
in foreign policy since the early years of this century, when opium
and heroin abuse first became a major national concern. By 1900,
the ‘addict population in the U.S. was approximately 250,000. The
Department of State at that time assumed the leadership of the
domestic and international narcotics movement, - largely because the
drugs ‘themselves -- opium, heroin, cocaine and marihuana -- origin-
ated’ in foreign countries. Pursuant to proposals made in 1906 by
the United States Government, the first- International Opium Cormmis-
sion convened in Shanghai in 1909. In 1912, an international
conference was convened at The Hague which adopted The Hague Opium
“Convention whereby for the first time parties were requested to
. subject the preparation and distribution of medicinal opiates and
‘cocaine to domestic controls. Over the ensuing 65 years closer
international cooperation and stronger controls over drugs have

evolved within the framework of a number of multilateral treaties.

“Narcotics control has continued to play a role in foreign
pollcy although the degree of activity has varied through the
decades. - By the late 1960's drug abuse again became a national
~"ooncern, generating intense political response at all levels of
govermment. Not only were unprecedented nunbers of young people
experimenting with a wide range of mood-altering drugs, such as
marihuana, amphetamlnes, and LSD, but large numbers of U.S. military
personnel serving in Southeast Asia were also becoming addicted to
her01n, ‘which was readlly available at low prices. Heroin abuse in
the United States also rose dramatically, the number of addicts
~-1ncreasmg from an estimated 50,000 at the beg:.rmmg of the 1960's
to 00 000 ten years later.

ot

N In ‘response to this rapld expansion of illicit drug use, the
Whlte House placed an increased priority on efforts to curtail drug
"’supply. In 1969, the Department of State began to give concerted
attention to the threat posed by the flow into the United States
of narcotics of foreign origin and a separate office was created
under a Special Assistant to the Secretary of State for Narcotics
Matters. On August 17, 1971, President Nixon established the
Cabinet Committee on International Narcotics Control (CCINC),
because, in the President's words, "it is imperative that the
i1Ticit flow of narcotics and dangerous drugs into this country be
stopped as soon as possible." The committee was chaired by the
Secreta:cy of State and other members included the Attorney General,



The Secretaries of Treasury, Defense, Agriculture, the Ambassador
to the U.N., and the Director of Central Intelligence. The Cabinet
Cammittee met five times in 1971-73 to determine owverall policy,
and to act on recommendations from the Working Group which had
been established to staff the Committee. This group was camposed
of agency representatives at the assistant secretary level, the
Director of the Special Action Office for Drug Abuse Prevention, a
representative of the National Security Council and was chaired by
the Secretary of State's principal assistant for narcotics matters.

In conjunction with the establishment of the CCINC the Senior
Advisor for International Narcotics Matters replaced the Special
Assistant and was accorded assistant secretarial rank to bring
narcotics control considerations to bear systematically on the de-
velopment of foreign policy. As the Secretary's designee, the
Senior Advisor who chaired the CCINC Working Group was given author-
ity to coordinate the programs and policies of the various CCINC
agencies and offices involved in the international narcotics control
effort, primarily the Bureau of Narcotics and Dangerous Drugs, one
of the agencies which was merged to form the Drug Enforcement
Administration; Customs; the United States Department of Agriculture;
and the Special Action Office for Drug Abuse Prevention, the fore-
runner of the National Institute of Drug Abuse. On November 17,
1973, the Secretary further delegated to the Senior Advisor the
responsibility for administering the international narcotics control
program funded under Foreign Assistance Act legislation. This.
program provided technical assistance, equipment, supplies and
training to key producing and trafficking countries.

The CCINC Coordinating Subcommittee dealt with policy matters
affecting the program which required interagency consultation and
review. It also assigned particular tasks to functional and regional
subcommittees attached to it. In March 1977, the Cabinet Committee
and its subordinate entities were dissolved. Coordination was then
achieved by the Office of Drug Abuse Policy (ODAP) and through
reqular meetings of the principal officials of the agencies with the
Director of ODAP, the President's Special Assistant for Health Issues.

B. CURRENT INITIATIVES

President Carter has given the International Narcotics Control
Program a very high priority, directing the Secretary of State, in
his drug abuse message of August 2, 1977, to improve and strengthen
this ongoing effort. The message identified the importance of




worklng with other nations bilaterally and through international

agencies to cambat the threat to the entire world posed by drug

abuse and the illicit traffic. U.S. cooperation with other nations

is central to the present Ade_nlstratlon s approach to drug control.
Isisr

Objectives

The primary goal of the international narcotics control effort
is to curtail the flow of illicit drugs coming into the United
States. The Department of State actively promotes and participates
in bilateral and multilateral cooperative initiatives to reduce
illicit drug production and trafficking, support demand reduction
activities, and assist drug producing or transiting nations to
streng-then their na:noctlcs control efforts.

At present ten countries are viewed as the major sources of
narcotic drugs abused in the U.S.: Burma, laos, Mexico and
Thailand (countries in which significant amounts of opium -are
grown ‘and traffickers manufacture heroin in illicit laboratories),
Bolivia and Peru (the major coca producing countries), and Ecuador
and Colombia (the major processing and transiting areas for the
cocaine traffic to the U.S.). In addition, Afghanistan and Pakistan
are of increasing J'mportance because large quantities of opium are
harvested annually in areas outside effective government control.
At the present tlme, most of the opium productlon in the South
Asian countries is consumed within the region. However, there
exists the potential for a massive impact on the U.S. and other
markets. In fact, there are indications of increasingly large
amounts of South Asian opiates reaching Europe compared to past
years.

As a consequence, nine of these ten countries* are priority
targets for our foreign policy endeavors to encourage cooperation
inreffective programs to reduce the supply of illicit drugs entering
the:world market. In addition, Malaysia is a key heroin transiting
and manufacturing country where U.S. assistance supports effective
host government anti-narcotics action.

In conjunction with the Office of Drug Abuse Policy and other
concerned agencies, the Senior Advisor on Narcotics Matters (S/NM)
has been evaluating the complex and difficult issues involved in
developing an effective, coherent international strategy towards
illicit drug production and traffic. Because of its devastating
impact on the health and welfare of our society, heroin is the -
primary narcotic of concern. The goal of the international program

* Laos is seeking multilateral assistance.
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. is to work with other govermments to reduce illicit opium produc-
tion, destroy heroin refining laboratories, and disrupt 1nter-—

natlonal trafficking networks.

Use of cocaine is increasing rapJ_dly and presents a potential
public health threat to the United States, the full extent of
which is not completely understood. It would appear that health
and social problems may increase dramatically as cocaine use
increases and the deviant behavior of users poses a significant
concern to society.

From the international perspective, the deleterious effects:
of the illicit drug traffic are immense, As President Carter
noted in his drug message, "the enormous profits generated by
the illicit drug traffic distort the economies of many smaller
countries, aggravating inflation and draining tax revenues; they
also engender corruption and corrode political stability." The
objectives of our international strategy are: to reduce the
availability of the drugs which provide the greatest financial
incentive and support for the trafficking networks derived from
the large profits inherent in high unit cost commodities or
those trafficked in bulk; to increase the risks of trafficking;
and to maintain high prices domestically in order to discourage
illicit consumption overall.

;These goals do not lend themselves to simple strategies or
rapid solutions: they require a complex variety of policy ap-
proaches, involving diplomatic initiatives, improved enforcement
capabilities, rural development in primary drug producing areas,
and reduction in worldwide demand.

Specific Initiatives

A number of initiatives have been undertaken since the Carter
Administration has taken office. While some of these initiatives
are new, othersare refinements of ongoing activities which have
either been broadened or more clearly targeted to achieve specific
obijectives.

Internationalizing concern for the narcotics problem has been
a continuing objective of the State Department. New impetus has
recently been given to this effort. Several European countries
have assigned narcotics enforcement officers to their embassies in
Thailand. The State Department has initiated a series of discus-
sions with several governments particularly those in Western
Europe urging them to give higher priority to narcotics control in
their relations with certain producing countries. Among the
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objectives of this campaign is to have other Western nations (1)
inform producing countries of their concern over illicit drug
production, (2) include clauses in their assistance agreements,
where appropriate, to prohibit development aid which would foster
poppy cultivation, (3) cooperate in developing projects in producing
countries aimed at providing the farmer with viable alternatives to
opium production, and (4) target developmental assistance to
narcotics raw material producing areas.

The U.S. has explored with the international financial insti-
tutions (IFI's) how those institutions, as part of normal develop-
ment assistance, could assist countries in identifing econdmic de-
velopment projects which would provide farmers and others dependent
on the illicit cultivation of narcotic plants with alternative
economic and social opportunities, In this connection it was
suggested that management assure itself that such development
assistance would not contribute to illicit cultivation of narcotic
plants in recipient countries. AID is including anti-opium clauses
in agricultural assistance projects in poppy growing areas in _
Afghanistan and elsewhere. The Asian Development Bank has agreed
to include such language in-an agricultural project in Afghanistan.
(Chapter IV D on Narcotic Crop Suppressmn contains an additional
discussion of this initiative.)

Regional cooperation is another area now receiving greater
attention. More use will be made of existing regional organiza-
tions, such as the Colombo Plan established in 1950 to promote
economic and social development in South and. Southeast Asia. For
Latin America, plans have been drawn up for periodic joint opera-
tions aimed at promoting narcotics enforcement cooperation, partic-
ularly among the Andean countries which are principal sources for
the cocaine traffic.

Attention being paid to the narcotics problem by the President
and the Secretary of State will be important in achieving the
commitment required of foreign political leaders if bilateral
efforts are to succeed. Narcotics have been discussed with foreign
heads of state and other high ranking officials by the President,
Mrs. Carter, the Vice President, the Secretary of State and the
President's Special Assistant for Health Issues. Their agenda
and those of other high-level officials meeting with foreign leaders
will continue to include a discussion of narcotics control.

12



Drug Related Detention of U.S. Citizens Abroad

. In these discussions and in our diplomatic relations, care is
taken that this government's response to the arrest of a U.S. citi-
zen for a drug violation in a foreign country does not seem to be
an improper pleading for special treatment. Such citizens are
clearly subject to the narcotics laws of the host country, hence,

. the role of U.S. embassies and consular offices abroad is primarily .
but not necessarily limited to: (1) ensuring, insofar as possible,
that the detainee is receiving his rights under local law as well

as being accorded humane treatment under internationally accepted
standards, law and treaties; (2) visiting the detainee as soon as
possible after his arrest to provide assistance in selecting a

local attorney and (3) contacting family and/or friends as requested
by the detainee for financial or other aid.

While the U.S. Government has no basis to seek immunity for
American detainees from foreign law, U.S. embassies and consulates
are encouraged to see that every benefit available under local laws
and customs is accorded detained Americans, including expulsion or
deportation in lieu of detention. The Department of State has also
urged the overseas Missions to encourage foreign governments to
consider a more lenient approach to petty offenders who possess
small amounts of drugs for personal use as opposed to suspected
traffickers, thus reflecting the changed approach to the problem
that is developing in the United States and other parts of the
world. Additionally, U.S. embassies abroad are also reviewing with
foreign governments their narcotics penal codes and where feasible
suggesting changes that will effect desired narcotics control
combined with a rational approach to those who are users and not
traffickers. ‘

A most significant development affecting American citizens
imprisoned in Mexico and potentially affecting U.S. policy toward
U.S. citizens arrested in other countries for narcotics violations
is the treaty on the Execution of Penal Sentences, which provides
for the return of the convicted American citizens to the United
States to serve their sentences under more familiar living condi-
tions. Similar reciprocal arrangements have been made for selected
Mexican prisoners in the United States. Initially, approximately
220 U.S. prisoners out of a total of some 500 are expected to be
eligible for transfer. The necessary implementing legislation has
been enacted by the Congress and signed by the President. The
exchange of instruments of ratification took place on October 31,
1977, and the treaty entered into force on November 30, 1977.
.Exchange of U.S. and Mexican prisoners began early in December 1977.

13




Supply-Demand Ihterrelationships

In order to obtain continuing cooperation from foreign govern-
ments in reducing the flow of illicit drugs to the United States,
this country must be responsive to the problems of drug abuse which
are rapidly increasing in other countries. This thrust will in-
crease U.S. assistance in the area of demand reduction —- prevention,
education, treatment, and rehabilitation -- particularly in those -
countries in which narcotics production and trafficking are most
serious.

Domestic U.S. programs for supply and demand reduction camnot
prosper without concurrent foreign policy initiatives and programs
designed to achieve two objectives: the reduction of supplies
abroad and encouragement to other governments to take action
against drug abuse in their own countries. Just as domestic law
enforcement is pursued vigorously in tandem with prevention and
treatment programs, so, too, must U,S. foreign policy give priority
consideration to efforts to elicit the wholehearted cooperation of
key foreign governments in fostering enforcement efforts and demand
reduction programs in their own countries. Indeed, it is important
to note that the agencies concerned with U.S. drug control programs,
NIDA, DEA and Custams, view State's international role as critical
to the national effort, particularly since the reduction of the
supply of illicit drugs being trafficked will be greatly enhanced
by efforts made as close as possible to the initial source of
cultivation or production. Moreover the cost of the program is but
a fraction of that of the damestic drug control program.

The primary mechanism for overall determination of drug control
policies and review of related activities is now in the White House
Office of Drug Abuse Policy. After March 31st, these functions will
be performed under the leadership of the President's Special Assist-
ant for Health Issues and the Associate Director of the Domestic
Policy Staff for Drug Abuse Policy. Biweekly meetings with heads of
DEA, NIDA, Customs and S/NM, are held by the President's Special
Assistant and in addition, the Senior Advisor frequently holds in-
formal consultations with the principal officials of the other drug
control agencies. Iiaison positions for DEA, Customs and NIDA have
been established in the Office of the Senior Advisor.

14



C. PLANNING AND PROGRAM DEVEIOPMENT IN
THE DEPARTMENT OF STATE

Headquarters level

Foreign policy formulation, direction, coordination, and
supervision are the principal mandates of the Department of State.
In an October 25, 1977, letter to Chiefs of Mission, the President
stated clearly that "the Secretary of-State has the responsibility
not only for the activities of the Department of State and the
Foreign Service but also, to the fullest extent permitted by law,
for the overall direction, coordination and supervision of United
States Govermment activities overseas." International narcotics
control is an important part of our overall foreign policy, affect-
ing U.S. relations with other countries as well as international
organizations.

Drug abuse prevention and control has been a 51gn1flcant
policy issue both domestically and internationally since the late
1960's with domestic aspects of the problem occupying a predominant
position in our total drug programs through 1976. That was the
case in terms of resources (i.e., yearly allocation of $760 million
for domestic drug control programs campared to less than $60 million
for international efforts of which the State Department programmed
under $40 million) as well as policies which have to a large extent
been focused on supply reduction measures.

U.S. domestic drug priorities do not necessarily coincide with
those which concern some foreign countries. To be effective in our
diplomatic initiatives it is necessary to recognize that the traf-
ficking situation in such countries may involve targets which may
not necessarily coincide with our domestic priorities. During 1977
the Department of State has sought to temper domestic priorities in
light of host country problems in the formulation of foreign
policies and to move beyond treating the subject as solely an en-
forcement operation.

The new emphasis on the foreign policy aspects of the drug
issue creates a framework for future efforts. The distinction
between heroin and marihuana becomes irrelevant when it involves
million dollar drug shipments being moved from one country to
another. '
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The Office of the Senior Advisor (S/NM), in conjunction with
the rest of the Department of State and other concerned agencies
will play a central role in further expanding the narcotics foreign
policy framework by weighing competing objectives, interests, and
linkages on a regional and country basis. If major differences
arise they will be resolved by the formal foreign policy mechanisms
at the Presidential level.

International narcotics control policies are groumded upon
variables which include strategic and tactical intelligence assess-
ments from throughout the Govermment. Such . data is used by the
Department to draft policy and program guidance to its overseas -
Missions. This guidance is reviewed by other concerned agencies
and is incorporated into country narcotics programs abroad.

Annual overseas regional conferences of Embassy narcotics
coordinators (Europe, Near East, Latin America, and East Asia) help
maintain program momentum in the field. At these conferences, Wash-
ington and field personnel exchange ideas and discuss informally the
issues and problems of the various country programs. The confer-
ences are structured and tallored to the needs of the geographic
area concerned

. The Department of State also actively promotes and participates
in bllateral and multilateral cooperative initiatives to reduce
illicit drug production and trafficking and assists drug producing
and/or transiting nations to strengthen their own narcotics control’
efforts, ‘

Specific program review has been carried out in the past by
various inspecting authorities. Inspection reports have been
prepared by Foreign Service Inspectors, the Inspector General of
Foreign Assistance, the General Accounting Office, and the AID
Auditor General. Recently, ad hoc interagency teams have also been
used, particularly in difficult and important programs of a sensitive
nature where standards of performance and perhaps even host govern- -
ment responsibilities have only been perceived in very general terms,
if at all.

Overseas Missions have the responsibility for carrying out
the President's October 25, 1977, letter to Chiefs of Mission in
connection with international narcotics matters as well as other .

- U.S. policy objectives. For countries where narcotics control is
currently a prime policy objective (major source and trafficking
countries), the volume of two-way communication and travel assures
that high priority is accorded narcotics matters. The Department,
which initiates or concurs in all message traffic to these posts,
oontmually monitors the programs to ensure that approprlate action
is carried out.

16



At other posts where narcotics control is important, but
illegal trafficking poses less of an immediate threat to the U.S.,
the priority given to narcotics matters is somewhat lower in
relation to other policy objectives. Minimal attention is given
to the subject in countries where narcotics abuse is not perceived
as a problem by the host government and where illicit drug pro-
duction or trafficking is not a real or potential threat to the
U.S., e.g., tropical Africa.

Role of the Narcotics Control Coordinator

The President's letter of October 25, 1977, to Chiefs of
Mission emphasized that, as his representatives, he expected
them "to provide positive program direction" and assure that
all United States Govermment activities under the authority of
the Mission reflect and support current United States policy.

To assist in carrying out that responsibility, with respect to
narcotics matters,one officer in each Embassy is designated to
ensure that appropriate interpretation and priority are given to
all narcotics matters and that narcotics-related activities of
all Mission components are directed to attain the goals of the
U.S. Government control program. In all but Mexico and Colombia,
the narcotics control coordinators have additional responsibil~
ities, are usually a Foreign Service Officer and report to the
Chief of Mission. As our international narcotics control program
expands, the increasing workload on other Missions may require
that additional narcotics control positions be filled on a
full-time basis.

The narcotics control function necessarily varies from post
to post depending on the importance of the host country to our
international narcotics control efforts, the U,S. Government's
narcotics control objectives and goals, the size and complexity
of the bilateral narcotics assistance program being carried out,
and the number of U.S. Government agencies that are represented
in the narcotics program at the post. Likewise, the personal
rank and position within the Embassy staff of the narcotics
coordinator varies depending on these same considerations. The
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following tabulation indicates the general status of those
a531gned as narcotics control coordmators-'

Position in Embassy Number of Posts
Deputy Chief of Mission : 17
Political Counselor 10
Economic Counselor . : 3
Staff of Political or Econmm.c

Section 41
Other _50

Total narcotics control coordinators 121

The narcotics officer acts on behalf of the Ambassador in
the coordination and direction of the program. To facilitate
the conduct of the program the heads of all Mission elements
involved are under instructions to keep the coordinator fully
informed of all pertinent activities on a continuing basm, and
accept guidance as required.

The narcotics coordinator keeps informed of host government
attitudes and actions and monitors the narcotics program activi-
ties of all participating agencies in the Mission. At the same
time he serves as a resource asset to other agencies, facilitating,
where needed, upper level contacts with host government entities
and officials, functioning as political advisor with specialized
knowledge of local political conditions affecting their activities,
and assisting in the resolution of any differences that arise be-
tween U.S. Government agencies or with host government counter-
parts. The officer plays a major role in the preparation of the
Mission's annual country narcotics program, which is intended to
provide an adequate mix, in the local context, of training, en-
forcement and intelligence support, crop substitution, prevention
and treatment assistance and/or diplomatic initiatives with an
appropriate balance in terms of local and other resources committed
to advance the U.S. Government's international narcotics program.

Under the Ambassador the narcotics coordinator is responsible
for assuring that the country narcotics program is implemented as
rapidly as possible - fully consonant with U.S. policy objectives,
for monitoring the program constantly and, in case of delay, taking
immediate steps to spur action either in the field or in Washington
as needed. The officer keeps the Department of State, and other
agencies, as appropriate, regularly informed of program progress,
notable accomplishments, and local developments in the host country
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affecting the program. Because training of narcotics control
personnel of certain countries is a high priority area, the
narcotics control officer is also closely involved in structuring
the training mix and approving candidate selection.

The heads of all Mission elements, including DFA offices,
involved in the country narcotics program are directed to keep
the narcotics control officer fully informed of all their activ-
ities on a timely and continuing basis; he must in turn provide
other Mission elements with appropriate direction and guidance
as approved by the Chief of Mission. This relationship, however,
does not preclude the ready access that these officials have to
the Ambassador, DCM, or other principals of the Embassy. In
posts with a DEA presence, the narcotics control officer is in
frequent, often daily, contact with DEA personnel.

Narcotics control committees in Enbassies consist of represent-
atives of all elements of the Diplomatic Mission concerned in .the
post's narcotics control program. The camposition of the committees
varies greatly from post to post depending on the: specific require-
ments of the country program and the type of agencies assigned to
the Mission. At some posts two or more committees exist, such as
an executive (senior level) and a working group. The frequency of
formal meetings depends largely on local requirements for coordina~
tion and the types and frequency of decisions needed to further
the country program.

At many posts the committee is chaired by the Ambassador or
Deputy Chief of Mission; at others the narcotics control officer
presides.

. Some posts have separate committees to address problems of
drug (and alcohol) abuse within the official community. Composition
of the two committees necessarily differs because of the sensitivity
of the subject matter.

Role of the Office of the Sehior Advisor for Narcotics Matters

Within the Department of State, the Office of the Senior
Advisor for Narcotics Matters (S/NM) is primarily responsible for
identifying diplomatic initiatives directed toward more effective-
narcotic control, working with the concerned agencies of the U.S.
and international organizations in achieving reduction in illicit
drug supply and demand in foreign countries, liaison with key
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U.S. diplomatic missions worldwide, and administering the Inter-
national Narcotics Control Program funds appropriated to the
Department.

The goals of S/NM are to ensure that narcotics matters receive
proper attention within the Department of State and within the
context of our relationship with other countries. Pursuant to
achievement of these goals, the Office is responsible for planning
the International Narcotics Control Program in coordination with
the geographic and functional bureaus of the Department of State,
other government agencies which have responsibilities for narcotics
control and treatment, and American Fmbassies.

The Senior Advisor reports to the Secretary, or in his absence,
to the Deputy Secretary. S/NMM is organizationally part of the
Secretary's staff, and the Senior Advisor attends the weekly
Assistant Secretaries' meeting with the Secretary.

To a large extent, the degree to which narcotics issues are
routinely considered in the broader foreign policy development
process depends on a number of variables: the interests of the
President, the Secretary, or the Deputy Secretary and the effec-
tive working relationships : between the Senior Advisor and the
Assistant Secretaries and their staffs. Since the establishment of
the Office, other elements of the Department have come to realize
that the Department must be heavily involved in international
narcotics control policy and programs.

To comply with the Presidential Directive to strengthen the
effectiveness of the overall program, the Secretary directed a
consolidation with S/NM of the planning and implementation func-
tions of the narcotics program which were previously performed by
the Agency for International Development (AID) under an inter-
agency services.agreement. Administration and management of the
International Narcotics Control Assistance appropriation performed
by AID/Washington was transferred to the Department of State in
early October 1977. Narcotics control activities performed by AID
Missions abroad are to be integrated into Embassy narcotics units
during FY 1978.

The International Narcotics Control (INC) funds, amounting to
$37.1 million in FY 1978, are spent primarily for technical equip-
ment in support of narcotics control programs in major producing
countries. Other allocations of the funds are the U.S. contribu-
tion to the U.N. Fund for Drug Abuse Control (UNFDAC), bilateral
narcotics training for foreign law enforcement and customs
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personnel, research projects, special enforcement operations,
and treatment and rehabilitation seminars and workshops. The
Department has broad flexibility in the use of its funds so that
it is able to accommodate new initiatives and new opportunities
as they arise.

Merging within one office the responsibility for policy de-
velopment and program implementation should permit a fuller
integration within the Department of narcotics policy formulation,
programming and implementation. However, responsibility for
managing and operating a program of this type will place a strain
on the traditional policy-oriented elements of the Department and
will have its manifestations in the Missions abroad as well as in
the Department in Washington. S/NM will now be responsible for
justification, control over, accounting for, and implementing a
program involving tens of millions of dollars. This type of re—
sponsibility, while familiar to AID, is relatively unfamiliar to
State and its Missions, S/NM will find it necessary to became a
- manager as well as a planning and policy office and at the same
time avoid having operational responsibilities drive out attention
to planning and policy considerations.

The S/NM office presently includes the Senior Advisor, a
Deputy and four divisions; policy, program, camptroller, and
technical services. The policy officers work with the geographic
and functional bureaus principally concerned with the narcotics
problem. Liaison is mainly through the geographic bureaus' own
regional narcotics control coordinators. The program officers
formulate and evaluate the country programs, in addition to the
management of program funds which are included in the Foreign
Assistance Act budget. S/NM officers also work closely with
such functional bureaus as Congressional Relations, Consular
Affairs, Legal Advisor, and International Organization Affairs.

Approximately two years ago, the formal process requiring
Narcotics Country Action Plans (NCAP) was suspended. As a result,
only budget and implementation plans now exist for those countries
receiving INC funds (10 to 15) and a few others on an ad hoc
basis. S/NM has now decided to reformalize the system and later
~this year will call for a situation assessment from up to 50
countries which it expects will warrant the development of 20 to
25 country action plans. Countries included in such plans will
be those that are major producing or transiting countries, have
a drug abuse problem, or are in a position to influence inter-
national narcotics control initiatives.
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The current organization for the international narcotics
control function within the Department of State is based on a
policy development and coordinating concept for S/NM in its
relations with the bureaus and is basically sound. The present
organizational framework is economical in its use of resources
since bureau staffs are deeply engaged also in narcotics control
work to the extent required by the flow of policy and operational
problems. The bureaus actually do much of the day-to-day draft-
ing of the narcotics program communications.

State Department officials agree that much progress has been -
made in educating the Department as to the importance of effective
control of the flow of illicit drugs as a prime goal of U.S.
policy. The regional geOgraphic bureaus seem to be favorably
impressed with S/NM's role in responding to or generating new
initiatives, and by its alert and aggressive follow-ups on such
initiatives.

Cooperation and coordination have been achieved in what has
been basically an unstructured but highly effective enviromment. The
Cabinet Committee on International Narcotics Control (CCINC), its
working groups and subcommittees, have not been replaced by new
standing committees. Instead, S/NM, proceeding on a strictly ad
hoc basis, has gathered together interested partles as each
question arose or situation developed, so that in effect many ad
hoc working groups have been created and dissolved in the course
of the year. This system has worked and is working well.

There is now one formal working group (The Turkish Working
Group). The International Affairs Working Group of the President's
Strategy Council, to which the interested agencies and offices
were asked to designate a regular representative, met early in 1978,
Within the International Working Group some functional committees
have been established to deal with specific issues such as the
role of developmental assistance to narcotics producing areas and
the supply of and demand for narcotic medicines. Other temporary
or time-limited working groups may also be considered but it is
not contemplated that the current easy working relationship which
exists between S/NM and the regional bureaus in State will be
abandoned. '

The S/NM Office at present has been allocated 31 positions,
two—thirds of which are Foreign Service or Foreign Service Reserve
slots. However, in spite of the increasing stature of S/NM and
its counsel in the formulation and development of foreign policy
where narcotics considerations are involved, personnel assignments
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remain a nagging problem. As yet relatively few Foreign Service
Officers (FSO's) have career experience with international
narcotics matters and are understandably reluctant to engage in
a. field with overtones of enforcement and intelligence. This
reluctance may diminish as the U.S. Government's foreign policy
concerns are perceived to be broadened by embracing such consid-
erations as the economic impact of drug trafficking profits,
income substitution and rural development, and the entire broad
area of encouraging demand reduction programs as part of our
foreign policy. Short term assignments for specific tasks might
be initiated on a trial basis as a means of encouraging partici~
pation in the broadened role of the narcotics control program.

The Nation's concern with the drug abuse problem is one that
will persist for a great many years. Experience indicates that
solutions are not rapidly achieved and that social change does not
readily come about in a free society. To the extent that drug
abuse in this country is the result of foreign grown materials,
the cutting edge of our attack will be through foreign policy
initiatives.

The present structure in the State Department for coping with
these long-term problems has not been institutionalized by convert-
ing S/NM to a full, functional operating bureau. Arguments can be
made both for keeping the present structure and alternately for
conversion to bureau status. If S/NM were to acquire bureau status,
it might lead to creation of an inhibiting bureaucracy and a more
distant relationship with other bureaus; this should certainly be
avoided. On the other hand, it might facilitate considerably the
effectiveness of the head of S/NM, if the Senior Advisor could deal
with other parts of the Department and with the rest of the U.S.
Government, as an Assistant Secretary. In the end, what should be
sought is a stable institutional relationship and role for what
seems inevitably to be a long-run U.S. foreign policy concern.

Findings and Conclusmns

The primary thrust of present forelgn policy is toward improv-
ing our programs of reduc:.ng the supply of proscrlbed drugs.
Increasing attention is being given to such major and long-term
efforts as income substitution. Increasing coordination of U.S.
and international agencies in this area should serve to facilitate
and maximize effectiveness of the program. Other governments
should be further encouraged to undertake additional measures to
halt the illicit production, trafficking and use of drugs.
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Continued reliance on supply reduction programs does not fully
recognize the President's broader concern with drug abuse as a
worldwide problem, and our policies direct insufficient demand
reduction assistance to foreign countries. In addition to ful-
filling a desirable international objective, demand reduction
worldwide is important to the success of worldwide supply-reduction
programs. As long as demand for the product remains, there will
be pressure for illicit supply sources to attempt to satisfy the
market.

Because narcotics concerns will be an integral part of foreign
policy considerations for a very long time to come, the role of
S/NM needs to be better institutionalized and be perceived as an
opportunity to further a foreign service career. It is not yet
clear that converting S/NM to the status of a bureau would accom-
plish that result. After more experience within the present frame-
work, particularly with management of the INC program, it may
become advantageous to make such a change.

Recommendations

e Country Narcotics Action Plans for those countries affected
by the supply of and/or demand for drugs should be developed
by the U.S. Country Team led by the Ambassador and the
appropriate narcotics components within such Embassies in
accordance with specific guidelines issued by S/NM. The -
plans should look to the future and, as such, recommend both
long- and short-term objectives in the areas of income sub-
stitution, law enforcement and intelligence cooperation,
training, prevention and treatment, which would, in the end,
enable foreign governments to deal with the problems assoc-
iated with narcotics control within, and at, their borders
and more fully participate in international cooperative
efforts. The plans should explicitly include the means of
achieving these goals as well as proposed initiatives with
the host country goverrnment and should identify offices
which might further assist in the international narcotics
control effort. On a semi-annual basis the plans and progress
within each country would be reviewed and assessed by the
Executive Director of the Strategy Council or his designee.

® S/NM, in consultation with the bureaus of the Department of

State, should institutionalize means of communicating drug-
related policies and information on a regular basis to key
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embassies and missions. This information should include
periodic reports from DEA, Customs, HEW, and other relevant
special studies (e.g., NIDA Research Issues and Monographs),
Congressional testimony, press releases and other material
that would be of use to field personnel to apprise them of
current drug policy and developments and assist them in the
performance of their duties.

The State Department should strengthen its review of all
elements of our foreign policy toward producing countries
and, wherever feasible, seek a commitment by such countries
to initiate, with suitable assistance, programs to eliminate
narcotics cultivation. The specific narcotics country action
plans for these producing countries should identify the
priority accorded to narcotics control in light of other
in-country considerations such as fishing rights, oil, etc.
Narcotics control efforts should be given heavy weight in
balancing other U.S. objectives when considering foreign
aid or trade.
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IV. INTERNATTONAL SUPPLY REDUCTION

Inasmuch as the principal drugs of traditional concern -
heroin and cocaine - are the product of foreign agriculture, the
U.S. Government has for many years maintained a presence abroad
to attack the trafficking in these drugs at points as close as
possible to the source of the production. Until this decade U.S.
supply reduction efforts were almost exclusively directed toward
law enforcement assistance to host country police and customs
personnel and the acquiring of information on trafficking for (a)
use in such enforcement action, (b) aiding in the interdiction of
illicit drug shipments at our borders, and (c) use in domestic
investigation and apprehension of major traffickers with foreign
connections.

» Beginning early in the 1970's, the U.S. enforcement efforts
abroad were intensified through increasing investigative and in-
telligence capabilities and training of foreign police and customs
. personnel in narcotics matters. Much has been accomplished through
maintaining this presence abroad but, recognizing that police
action alone could not contain the heroin traffic, diplomatic
efforts were undertaken concurrently to eliminate or reduce the
growth of raw materials through acreage reduction and development
of income substitution programs.

In addition, we are working more closely with other govern-
ments to exchange financial information on suspected traffickers
and further cooperate on arrest and prosecution.

Primary emphasis has been on bilateral actions but supply
reduction programs are also conducted by international organizations
of which the United States is a member. The programs of these
agencies are receiving increased attention as awareness grows
among foreign govermments that they too have a domestic drug
abuse problem and that multilateral assistance from international
organizations or other countries may be more welcomed by same
producing and trafficking countries rather than bilateral aid.

A. TAW ENFORCEMENT ASSISTANCE

International cooperation in the area of narcotics control
dates back to The Hague Opium Convention of 1912 which stipulated
that the parties to this agreement "shall ocooperate amongst them-
selves in order to prevent the use of drugs for any other purpose
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other than medical or legitimate use." Law enforcement assistance

in the area of international narcotics control specifically figures
in the narcotics control conventions of 1931, 1936, 1961 and 1971.

Historically, two of the primary objectives of the U.S. drug supply
reduction program have been to gain the support of other nations

for narcotics control and to strengthen narcotics control efforts
and capabilities within foreign govermments.

Law enforcement assistance to foreign govermments provides a
unique opportunity to meet both of these objectives. First, it
serves to direct control efforts at the source or as close to the
source of production of illicit narcotics as possible where the
level of purity is high and before the distribution system of the
trafficker becomes diffuse. Second, it enlists the resources of
many governments with their own intelligence, investigative capa--
bility and border controls which provide a defense in depth
against the trafficker. The following table indicates that in 1970
and 1971, seizures of heroin or heroin equivalents domestically
and by foreign govermments with U,S. assistance totalled 3,787
pounds of which 41 percent was seized overseas. Since 1972, the
percentage of foreign seizures with U.S. assistance has varied
between 70 and 90 percent of the total and average yearly quantity
has exceeded the 1970 and 1971 amounts combined. Total cocaine
seizures quintupled from 1970 to 1976-and in the last two years of
that period three out of every five pounds were seized by other
governments with U,S. cooperation. _

HEROIN OR HEROIN EQUIVALENTS

1970 1971 1972 - 1973 1974 - 1975 - 1976

Pounds seized

Domestic 691 1541 -1036 - 481 - 682 1032 1123

Foreign 247 1308 4364 6122 2232 3476 2658

Total 938 2849 5400 6603 ‘2914 4508 3781
Percentage

Domestic 73.7 54,1 19.2 7.3 23.4 22,9 29.7

Foreign 26.3 45.9 80.8 92.7 76.6 77.1 70.3
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1970 1971 1972 1973 1974 1975 1976

Pounds | seized

Domestic 730 602 916 1304 1233 1361 1676

Foreign 75 346 801 1015 991 2201 2497

Total 805 948 1717 2319 2224 3563 4173
Percentage _ _ .

Domestic 90.7 63.5 53.3 56.2 55.4 38.2 40.2

Foreign 9.3 36.5 46.7 43.8 44.6 61.8 59.8

The United States was the first government to assign narcotics
agents abroad to cooperate with the authorities of other countries
in developing evidence against violators known or suspected to be
supplying narcotics to the United States. These overseas assign-
ments began in 1935, were discontinued during World War II and
reestablished in 1948. Formerly under the auspices of two prede-
cessor agencies*, narcotics agents are today under the direction
of the Drug Enforcement Administration (DEA) and represent the
United States in 70 posts abroad. Under State Department's .
overall responsibility for international narcotics control policy
and in accordance with President Nixon's letter which transmitted
Reorganization Plan No. 2 of 1973, DEA was designated as the Federal
agency responsible for dealing with foreign drug law enforcement
officials. '

In addition to DEA agents overseas, representatives from the
U.S. Customs Service to a large extent, and the FBI, INS, the U.S.
Coast Guard and the Department of Defense, to a limited extent
are involved in supporting the U.S. narcotics law enforcement
assistance abroad. In FY 77, the entire Federal law enforcement
community assigned approximately 666 positions and budgeted
approximately $29.4 million for overseas programs. mle the
FBI, Customs and INS personnel are involved in narcotics control
efforts only incidentally to their major mission, they do pro-
vide valuable assistance and information to support the overall

* The Federal Bureau of Narcotics (FEN) and the Bureau of
Narcgtics and Dangerous Drugs (BNDD).

-'4;,‘.
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international control effort. Customs in particular maintains an
active liaison with many of the customs services throughout the
world and has specific narcotics advisors in Thailand and Ecuador.

Overseas :

Positions $ (millions)
DEA - 340 17.7
Custaoms Service 95% 7.8
FBI 66 : 3.9
INS » . 128 2.9

The Department of Defense is also engaged in narcotics law
enforcement assistance activities overseas but only to the extent
that U.S. forces personnel, both military and civilian, and their
dependents are involved in the possession, use, sale or transfer
of illegal drugs. Major trafficking cases involving other than a
military target are turned over to DEA. Although the U.S. Coast
Guard units overseas do not have any direct role in narcotics
control, the agency does contribute to the J.nternatlonal narcotics
control effort through the interdiction-of contraband: smuggling
vessels in coastal and nearby international waters.

Essentially all of these Federal agencies overseas are in-
volved in one or more of the following kinds of law enforcement
assistance to foreign govermments; liaison, intelligence exchange
and training. In light of the extensive training programs conducted
by DEA and Customs, a separate section of this report has been
devoted to U.S. policy toward training foreign law enforcement
officers. A separate section of the report also discusses the rec-
commendations made in ODAP's Narcotics Intelligence Study as well
as the potential impact of these recommendations on our inter-
national narcotics control effort.

International narcotics law enforcement cooperation, notwith-
standing the fact that it has been carried on for over 40 years,
has been the victim of frequent misconceptions. The most common
misconception is that it permits the drug agents of one country to

* In addition to these Customs positions overseas, 165 are de-
ployed to preclearance inspection in Canada, Bermuda and the
Bahamas but maintain an 1nfoxmal liaison with the forelgn
customs counterparts. , .
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operate freely in another. Experience indicates that governments
receiving assistance from foreign agencies in cases of mutual
interest carefully guard their sovereign powers. In fact, the
law enforcement agent operating abroad does not have any police
powers of arrest, search or seizure, although in recent years and
in many countries U.S. agents did, on occasion and when necessary
in the course of an investigation, actively participate in arrests
with host country police. These actions, because of the potential
for undesirable developments, gave rise to restrictive legislation.
Section 504 of Public ILaw 94-329 enacted on June 30, 1976, and .
entitled the “"International Security Assistance and Arms Export
Act of 1976," or more commonly known as the "Mansfield Amendment"
spec1f1cally statess

"(c) (1) Notwithstanding any other provision of
law, no officer or employee of the United States
may engage or participate in any direct police
arrest action in any foreign country with respect
o narcotics control efforts."

In adopting this provision, the Congress sought to ensure
that U.S. narcotics control efforts abroad would be conducted in
such a manner as to avoid involvement by U.S. personnel in foreign
policé operations where violence or the use of force could reason-
ably be anticipated. The Congress further stipulated that the U.S.
Ambassador, in any country where U.S. narcotics ocontrol activities
are undertaken, should exercise close supervision of such activities
to ensure that U.S. personnel do not became involved in sensitive
internal law enforcement operations which could adversely affect
U.S. relations with that country.

In response to the Mansfield Amendment DFA and the Department
of Defense (DOD) issued specific foreign guidelines which delineated
the parameters under which DEA personnel and DOD investigators could
operate overseas. These guidelines do allow for certain activities
which are permissible under the laws of the host nation and which
can significantly enhance control of the drug traffic affecting the
United States. These activities primarily fall into the categories
of liaison and intelligence exchange which include undercover oper-
ations or other information gathering methods not involving the use
of force; the handling and development of informants; the evaluation
of intelligence; and the cooperation with foreign law enforcement
officials in undertaking special surveillance assignments,
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This kind of support to foreign law enforcement officials
‘has made a real impact on the production of, amd trafficking in,
narcotics over the past three decades and, as such, has curtailed
the flow of heroin, cocaine and cannabis into the United States.
DEA continues to concentrate on the basic principle that the supply
of drugs can be most effectively reduced if its resources are
directed toward the suppression of criminal organizations respon-
sible for the illicit traffic and on the elimination of their vast
supplies. These efforts must be continued as long as trafficking
presents a real threat to the U.S. ' _

The U.S. Customs Service is also engaged in certain liaison
functions with host country law enforcement authorities charged
with the prevention and detection of narcotics smuggling at borders
and ports of entry. Basically, there are two types of U,S. Custams
advisors currently assisting foreign customs services: the general
advisor funded by the host govermment, and the narcotics advisor
funded by the International Narcotics Control (INC) Program of the
State Department. The narcotics advisors presently stationed in
Thailand and Eduador have been assigned to assist host countries
in improving their narcotics interdiction procedures. Since inter-
diction procedures cannot be separated from general administration,
management, and inspection and control procedures, one can expect
a general improvement of the host country's customs service, By
upgrading a foreign customs service's entry and control procedures,
such assistance concurrently increases revenue collection, thereby
giving the host country an additional return for its cooperation
in international narcotics control. The narcotics advisor inter-
faces directly with the host country customs service through which
he may also be involved with other agencies that are active in the
narcotics control area, such as police organizations, border
control forces, and customs military organizations (e.g., Ecuador).

Since January 1974, a U.S. Customs narcotics advisory team
has been in Thailand to assist Thai customs in modernizing and
reorganizing their custams operations in Bangkok and establishing
a boat maintenance program. The increased number of narcotics
seizures at the Bangkok Airport can be attributed, in part, to the
successful efforts of this team. The Customs narcotics advisory
team in Ecuador is carrying on a similar program with special
stress on border crossing posts.

In addition to these assistance functions, the U.S, Customs

Service is also involwved, in the preclearance of U.S, bound
passengers from Nassau (Bahamas), Montreal, Toronto, Winnipeg,
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Vancouver (Canada), and Bermuda. To assist U.S. Military Customs
Advisors abroad who are responsible for predeparture inspection,
the U.S. Customs Service also has assigned three Customs Officers
to the Pacific Command in Korea, the Philippines and Okinawa; one
to the Federal Republic of Germany; and one in Washington, D.C. to
cover the Caribbean and Latin America.

In addition to DEA and Custams, several other Federal law
enforcement agencies engage in liaison activities which are often
indirectly related to narcotics control. The military investiga-
tive services of the Defense Department maintain close and contin-
uous liaison with host country police and customs services to '
ensure an unrestricted flow of law enforcement information perti-
nent to drug suppression operations and investigations involving
traffic by or directed to military personnel and their dependents.
Since many investigations involve personnel or incidents of interest
to both the military and the host country, joint operations are
conducted to ensure the best use of investigative resources. Such
operations involving Army Criminal Investigation Units as well as
joint investigations with other U.S. law enforcement agencies are
conducted only upon request and approval of the Ambassador or his
representative (the Embassy Narcotics Coordinator) provided the
operation has an identifiable connection to U.S. Forces personnel,
Technical equipment is provided only to other U.S. agency enforce-
ment personnel to support joint operations or investigations involv-
ing U.S. military subjects. No technical equipment is prov1ded to
host country counterparts for drug control purposes.

The FBI and INS also have personnel stationed abroad to main-
tain liaison with host country law enforcement and security agencies;
however, they are not generally involved in any narcotics related
activities conducted by the host country or initiated by DEA. If
the representatives from these agencies acquire any narcotics
information in the course of their normal operations, this informa-
tion is immediately relayed to DEA's resident agent and/or the
Embassy Narcotics Coordinator.

Findings and Conclusions

1. Assistance to foreign police and customs agencies has a
high return for the U.S. investment in that it enlists a much
larger force of law enforcement officers operating closer to the
source of production than would be possible to deploy within the
U.S. and places the smuggling of narcotics at multiple risks inas-
much as border crossing and check points are more numerous. To
capitalize on this opportunity, DEA actively provides informal
technical assistance and encourages host countries to establish
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central narcotics control agencies within their own governments
so that the illicit production and distribution of narcotics can
be more effectively investigated, The U.S. Customs Service also
places a high priority on "institution building" within the host
country customs service, FExperience has shown that more sophisti-
cated customs inspection procedures enable foreign countries to
increase the revenue collections which in the end provide the
country with an additional return for its cooperation in inter-
national narcotics control.

2. DEA agents overseas interact with their foreign counter-
parts primarily in intelligence exchange and case development.
Since the Mansfield Amendment specifically precludes DEA agents
from participating in direct police arrest actions in foreign
countries, the agent acts primarily as a coordinator and motivator
in the development of investigations into the traffic affecting the
U.S., but not in the traditional enforcement role of his domestic

peer.

3. The obvious shift in responsibilities brought about by
the Mansfield Amendment emphasizes the need for DEA personnel who
have a broader scope of interest and understanding than the tra-
ditional damestic street agent whose sole concern is justifiably
the arrest and prosecution of narcotics traffickers, This shift
in responsibilities suggests a need for (a) even more thorough
recruitment procedures for overseas assigmments and (b) the de-
velopment of a reasonable career system for these individuals -
including a more effective method of evaluating their accomplish-
ments. o :

4. The provisions of the Mansfield Amendment and the attend-
ant increased reliance on foreign law enforcement authorities
indicate that there is a need to continue to review systematically
the number of agents abroad to determine where they can be most
beneficial. ‘

5. Custams' seizures of narcotics in Thailand are reported
to have significantly increased since the U.S, Custams Narcotics
Advisory Team was established there in 1974. The use of such
advisors in other major drug producing areas of the world should
be evaluated and considered by S/NM in light of all information
applicable to the country and provided by all U.S. agencies,
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Recommendations

e In light of the changing nature of enforcement activities
overseas brought about by the Mansfield Amendment, and in
view of the policy emphasis on demand reduction, income sub-
stitution programs, intelligence gatherJ_ng, and increased
activity of international organizations, DEA should develop

a formal personnel system for its overseas assigmments which
would include:

a. A personnel selection, training, and orientation process
that recognizes this broader mission and is based on a
- long-range career-type cammitment, '

b. A system of rotation in suitable career-related positiohs,‘
and : '

c. Appropriate methods and criteria for evaluating the effec-
tiveness of its overseas personnel. :

B, INTELLIGENCE

The collection and exchange of intelligence are fundamental
to the efforts of all U.S. agencies abroad involved in our inter-
national narcotics control program. A separate narcotics intelli-
gence study, which explores the various ways of improving our
narcotics intelligence collection and production efforts, has
recently been completed by the Office of Drug Abuse Policy. This
section of the International Study, therefore, will only briefly
review the recommendations of the Narcotics Intelligence Study
and their possible impact on our mternatlonal narcotics control
effort.

Six key issues were raised in discussing the Federal narcotics
intelligence collection and production process:

1. defining the intelligence collection and production
roles and repsonsibilities within the Executive Branch,

2. establishing an interagency coordination mechanism for
narcotics intelligence activities,

3. improving the quantity and quality of narcotics inter-
diction intelligence,

4. improving the exchange of financial intelligence related
to the narcotics traffic,
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5. establishing procedures to ensure maximum use of narcotics
intelligence not otherwise obtainable and derived from
sources abroad by U.S. foreign intelligence agencies, and

6. developing a reliable system for forecasting worldwide
opium poppy cultivation.

Specific roles and responsibilities for the State Department,
DEA, Customs, CIA, NSA, IRS and the FBI were recommended with
particular emphasis on the interagency aspects of these roles and
the specific parameters under which each agency could operate. The
recamended statement of roles and responsibilities further en- '
couraged each Federal agency to collect within its capabilities,
the narcotics intelligence necessary to support Federal narcotics
control policies and programs.

A comittee system was recommended to coordinate narcotics
intelligence activities within the Executive Branch and to ensure
the complete separation of foreign intelligence collection, anal-
ysis and production by U.S. foreign intelligence agencies from any
involvement in domestic intelligence and law enforcement activities,
The committees will participate in the formulation and coordination
of narcotics intelligence collection and production requirements
as well as ensure the timely dissemination and evaluation of in-
formation and analytical products. Once operational, the Federal ‘
agencies can look to these committees for standardized collectlon 1‘
and production. requirements. '

To improve the volume and flow of narcotics interdiction intel-
ligence, it was determined that U.S. Customs should have an increased
role in the narcotics intelligence process. Toward this end the
report recommends that:

"Custaoms should collect information from foreign customs
services and foreign trade communities on all smuggling
activities, including narcotics. Custams should also
participate on an initiative and bilateral basis in de-
briefings of narcotics violators arrested at the U.S.
borders and ports of entry, provided ‘that all information
collected by Customs concerning narcotics is made immediately
available to DEA, and that any further initiatives (e.g.,
investigations) by Customs beyond the collection of informa-
tion be undertaken only with DFA concurrence under mutually
agreed procedures."
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In the area of financial J.ntelllgence related to. the narcotics -
traffic, the Narcotics Intelligence Study proposed a flve-part E
course of action which included recommendations to (a). cons1der
amending the disclosure and summonsing provisions of- the Tax Reform
Act of 1976; (b) vigorously apply the Racketeer Influenced and
Corrupt Organizations (RICO) Statute in narcotics investigations;
(c) direct the State Department to respond to coordinated Justice/
Treasury requests to negotiate mutual assistance agreements with
selected countries used by narcotics traffickers as financial
havens; (d) expand the IRS Narcotics Traffickers Tax Program to
prosecute drug traffickers for violations of the Federal incame
tax laws; (e) increase the collection of financial intelligence
available from the various Federal reporting forms which must be
filed under the (Foreign) Bank Secrecy Act, and (f) set narcotics-
- related financial intelligence collection requirements and coordin-
ate the cross training of inwvestigators in the methodology and use
of financial intelligence. .

Procedures and guidelines were also recammended to permit
more effective exploitation by Federal policy officials and law
enforcement agencies of narcotics intelligence acquired abroad by
U.S. foreign intelligence agencies. The Study also recammends the
development of a tactical system to support an active eradication
program and the development of a strategic capability to analyze
all-source information which would provide policy officials with
accurate assessments of worldwide opium poppy cultivation. The
report was completed in Fedruary 1978 and the recommendations are
currently being implemented.

C. TRAINING

Extensive training of foreign police and customs officers in
narcotic control techniques is conducted by both DEA and Customs.
Cost of the training is funded from International Narcotics Control
Assistance funds formerly administered by the Agency for Inter-
national Development and now managed by S/NM. In recent years the
following amounts have been devoted to the programs conducted by
DEA and Customs:

In thousands of dollars

Fiscal Year ' DEA Custams Total
1974 1,652 1,238 2,890
1975 2,049 1,515 3,564
1976 & TO 2,437 1,786 4,223
1977 2,136 1,600 3,736

1978 (Est) 2,085 1,849 3,934
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Each agency develops its proposed training program in a some-
what different manner. DEA"s proposals are based on (a) suggested
training for the host country from the DFA country attaches and the
narcotics coordinator, (b) an assessment of institutional capabil-
ities of each country by members of the DEA Field Academy Unit,
the DEA Country Attaches and Narcotics Coordinators, (c) a prior-
itization of these countries having the greatest potential to
develop their own drug law enforcement programs and (d) an assess~
ment of DEA enforcement priorities as they relate to general and
specific training needs. Training capability and training need
assessments for each country have also been made and updated by
means of a comprehensive questionnaire to the field. ‘

Customs identifies training support to host country agencies
on the basis of available information on narcotics production and.
trafficking patterns. Country files in U.S. Customs headquarters
and narcotics country programs are reviewed to make an initial
determination of training needs of agencies involved in narcotics
control in these countries, the adequacy of present training, and
future needs. Surveys of training needs are available for certain
countries.

The plans of both agencies are developed in consultation with
each other and are submitted to the Office of the Senior Advisor
for Narcotics Matters where they are reviewed in accordance with
S/NM priorities. After approval, both Customs and DEA send advance
parties to further define training needs prior to the arrival of
the training teams. As a part of this further definition of needs,
the host country officials will identify their own training require-
ment needs and request training to meet them. The Embassy Narcotics
Coordinator, the resident DEA representative and Customs Attache,
if one is in residentce, assist with the survey. Thus the program
is tailored to meet specific needs., Both DEA and Customs have
recently focussed their programs primarily toward institutional
training with the objective, where possible, of making countries
self-sufficient in the training and development of their own police
and customs services.

Both agencies direct their training programs to improving the
capability of foreign law enforcement and border control personnel
in order to better contain drug trafficking and curtail narcotics
smuggling abroad, thereby lessening the volume of illicit drugs
reaching the United States. Both DEA and Customs also consider
their programs valuable in developing rapport with their counter-
parts abroad..
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Training is oonducted by both agenc1es in the United States
and the host oountxy ' :

" Training in ‘the United States

Stateside’ training includes (a) an observation program for
high level officials of a foreign service,(b) an instructor
development program of five weeks duration (DEA) for foreign law
enforcement personnel who will be involved in development and
delivery of training programs in their own countries, and (c) an
advanced five-week school for mid and high level personnel responsi-
ble for narcotics investigations (DEA) and border control (Customs).
The DEA enforcement and instructor training programs for super-—
visory and mid-management development -include courses in drug
identification, principles of drug enforcement work, management
and supervision of specialized drug investigation units and methods
of implementing drug traan.ng programs. Customs! instruction for -
foreign officers at a superv150ry or mid-management level includes
management training, supervisory techniques and enforcement methods
and techniques. In addition, DEA conducts a seminar for forensic
chemists employed by foreign police laboratories who analyze drugs
as evidence in drug cases. Customs offers two programs in the
narcotics detector dog field. One of these is a 1l4-week course
for handlers and the other is a three-week course for tramers or
administrators of dog programs.

In 1977, DEA provided training in the United States to 197

officers from 49 countries and Customs to 108 officers from 36
countries.

Training Abroad

DEA overseas training is conducted by a team of DFA instructors
or an instruction staff composed of DEA and host country officers
who have received instructor training from DEA in the U.S. 1In
these joint schools, DEA instructors are initially responsible for
planning, while host country officers do the actual teaching and
evaluation. This offers an opportunity for on-the—job instructor
training in preparation for the host country to conduct its own
basic drug enforcement training. In addition, schools are conducted
in country in methods of instruction, drug intelligence collection
and analysis on both a regional and a country basis, and in special-
ized subjects, i.e., conspiracy investigations. DEA's emphasis on
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helping countries become self-sufficient in drug enforcement train-
ing has greatly reduced overseas training in basic narcotics
enforcement. In 1977, 1,104 foreign officers from 49 different
countries received training.

The Customs overseas enforcement training is a two-week
course for operational border control personnel, heavily oriented
toward search, seizure, narcotics identification, drug trafficking
patterns, baggage examination, concealment methods, etc. This
course may be augmented by a one-week instructor development course.
Some of the trainers developed in this program have assisted in U,S.
Customs enforcement training in their countries. 1In 1977, 650
foreign officers from 17 countries received training.

It should also be noted that both DEA and Customs support
various international training efforts available through UNFDAC
and INTERPOL. The potential for greater coordination of programs
. conducted by domestic agencies and international organizations
and the minimization of duplication should be explored by S/NM.

Findings and Conclusions

It is obvious that very extensive bilateral training programs
are being conducted by both DEA and Custams in this country and
abroad. The activity has undoubtedly helped establish and improve
relations between the two U.S. agencies and their foreign counter-
parts which is most useful in the day-to-day cooperation necessary
in the conduct of mutually agreed upon drug suppression programs.

Although DEA and Customs have instituted their own intermal
evaluation mechanisms, there has been no comprehensive and system—
atic evaluation of program results since a survey was made in
1974. 1In spite of the difficulties in so doing, a thorough eval-
uation would be useful to program managers in DEA, Customs and
S/NM in the administration of the program. Such an evaluation
should (a) assess what trainees learned, (b) include an analysis
of the operational effectiveness of the trainees after training,
(c) appraise the degree to which institutional capability has
been improved, and (d) identify the percentage of those trained
who are performing functions for which trained. S/NM should also
explore the potential for greater reliance on international
training available or that which could be made available through
UNFDAC, the U.N. Division of Narcotic Drugs, I.C.P.O./INTERPOL
and the Customs Cooperation Council.
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Recommendations

e As the office responsible for allocating INC training funds,
S/NM, in coordination with appropriate regional and functional
bureaus of the Department of State, should be responsible
for evaluating the effectiveness and results of DEA and Customs
foreign training programs and review the advantages and
disadvantages of placing increased reliance on training pro-
grams conducted by international agencies 'to achieve the
objectives of present bilateral training. In addition,

S/NM should establish a procedure for increasing the coordin-

ation of the training programs offered foreign officials in

the U.S. by DEA and Customs and consider whether or not

joint conduct or consolidation of some of these programs would
- be feasible.

‘D.  NARCQOTIC CROP SUPPRESSION

Opium and its derivatives, cocaine, and marihuana are agri-
~cultural products. Their production, both licit and illicit, pro-
vides an important source of income to farmers in many parts of
the world who, typically are in developing countries and are
among the most impoverished of the people in those countries. In
. most instances, the production of these crops provides the only
cash income of the Bolivian Indian, the Mexican campesino or the
hill tribesman of the Golden Triangle. The illicit and/or uncon-
trolled production of these plants, except occassionally for
cannabis, is almost always found in remote, often inaccessible
areas of the country in which the government is unable to exercise
its full authority. Therefore, control is extremely difficult.

Suppression of illicit narcotics crops poses social as well
as economic and political problems. Chewing coca leaves has long
been a cultural habit in the Andean regions of South America and
the use of opium and its by-products is deeply ingrained in the
life of the rural areas of the Middle East and Southeast Asia.
Only in Mexico is the cultivation of the opium poppy without its
indigenous social use.

Yet the elimination or drastic curtailment of illegal culti-
vation obviously would have a major impact on the narcotics traf-
fic. Supply reduction processes - law enforcement and crop sup-

- pression - are interdependent and one serves to supplement the
other as each becomes more effective. No matter how competent the
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suppression of the illicit traffic domestically at ports and
borders, and internationally, enforcement actions alone can never
be completely. effective when pitted against unlimited production
of raw materials that annually inundate the United States and the
rest of the world.

Turkish Experience

When national attention was focused on the rise in drug abuse
in the late 1960's, it was estimated that as much as 90 percent of
the heroin used in the United States was derived from opium diverted
from its legal production in Turkey where the poppy had been culti-
vated for centuries. Diplomatic initiatives were mounted in 1966
to persuade the Turkish goverrment to gradually eliminate the
cultivation of the opium poppy and encourage substitution of other
viable crops. The initiatives were accompanied in 1968 with a
$3 million loan to the govermment to assist in developing crop
substitutes and for equipment to enable it to enhance crop control
and narcotics enforcement.

By 1972, the Turkish government had eliminated poppy cultiva-
tion from 17 of the 21 provinces in which it had been grown, and
agreed to terminate future planting in the remaining four provinces
after harvesting the 1972 crop. In exchange, the United States
agreed to a $35 million program with the Turkish government to
compensate the farmers in these four provinces over a three-year
period and to further the development of substitute crops.

No crop could immediately be put in place that equalled the
monetary return from poppy cultivation although subsequently winter
safflower, winter lentil and hardier varieties of wheat, barley
and oats were found to make good income substitutes. In the
meantime, a potential worldwide opiate shortage was anticipated
and some farmers were reported to be dissatisfied with the ban
since the poppy also supplied o0il, seeds for food and fodder for
animals. The newly elected coalition government rescinded the ban
in 1974 by which time $15.6 million of the agreed upon funds had
been released to Turkey. The remainder of the $35 million was
cancelled. - o

In authorizing resumption of poppy cultivation, the Turkish

government, with United Nations assistance, stipulated that only
poppy straw could be produced, a ‘process which collects the unlanced
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pods which are then crushed to extract morphine rather than opium.
As in the past, the farmers were also required to sell their entire
crop to the Turkish govermment. The consensus of DEA, State and
international agencies is that due to the efforts of the Turkish
government there has been no diversion to the illicit market.

Several conclusions may be drawn from the Turkish experience.

1. In the short term, the ban effectively reduced heroin
availability in the United States fram mid-1972 through
1973; purity of heroin on the streets dropped dramatically
and so did the number of users. Due to the use of the
poppy straw method and imposition of effective control
measures, there is no evidence that the resumed cultiva-
tion of the poppy has led to diversion of opium into
the illicit market.

2. The long term effect has been to substitute a smaller
volure of Asian and a somewhat lower quality of Mexican
heroin to supply the illicit U,S. market. Traffickers
in Mexico had long illegally cultivated the opium poppy
for conversion to "brown" heroin which always had a
limited U.S. market in the Southwest. Production was
stepped up to meet the heroin drought and the primary
source problem was transferred from Turkey to Mexico.

3. Crop substitution is a long range program that cannot
be achieved in one or two growing. seasons. No single crop
should be expected to provide dollar-for-dollar replace~
ment, and more than likely different farming methods,
new marketing systems and agricultural redevelopment in
general will be required.

Crop Eradication

Mexico is currently the principal supplier of heroin to the
U.S. - it is estimated that about two thirds of our six-ton con-
sumption is ‘produced in that country. It is also a major supplier
of marihuana. Both products are illegal in Mexico and President
Iopez-Portillo has intensified an eradication program that is
significantly reducing availability of heroin in many American
cities. '
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Mexico is now using what has been identified as ecologically

safe herbicides to destroy poppy fields, From December 1, 1976,
to November 30, 1977, 47,000 poppy fields covering

more than 9,000 hectares (22,230 acres) were destroyed by the
Mexican government. Helicopters and other equipment, training,
and assistance in management assessment, technological and legal
support are provided by the United States from the International
Narcotics Control appropriation. In FY 1977, $13.4 million were
committed for the Mexican program. For its part Mexico spends
$40 to $50 million a year on the program that involves some 700
members of the Attorney General's office and over 10,000 military
troops. The helicopters that do the spraying are flown by Mexican
~ pilots.

Based on criteria by which the Federal Goverrment assesses
the availability of heroin on U.S. streets these efforts have been
extremely successful. Third quarter statistics for 1977 showed
the following as of September 1977: the national average retail
purity of heroin was 5.0 percent compared to the 6,4 percent
average in 1976, the national average retail price per milligram
of heroin had increased to $1.692 compared to $1.26 in 1976; and
the national heroin-related overdose death rate dropped sizeably
to 127 compared to 287 for the first quarter of 1977.

Income Substitution

The terms "crop substitution," "alternative enterprises,"
and "income substitution" have become phrases for the concept of
reducing the supply of illicit narcotics at their source by provid-
ing assistance to growers of such crops and their governments in
the substitution of viable, non-narcotics producing crops. Such
programs may redquire development of an entire new agricultural
economy and could improve the economic status. of the farmer as
well as his social welfare.

For the most part we are dealing with farmers who are barely
operating at the subsistence level. They have not been exposed to
anything approaching modern agricultural technology. Their only
resources are land and labor. Their market is restricted to the
buyer for the lucrative illicit trade. Moreover, their enterprise
is conducted in physically rugged, remote areas, of limited accessi-
bility and under tenuous political and administrative control by
the central government. Agricultural infrastructures are non-
existent or at best rudimentary. In most areas the problem is
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further complicated by age-old traditions invelving the culture and
use of narcotic plants to ameliorate hardships of "the stugggle to
survive. Under these circumstances, income substitution efforts
must proceed hand-in-hand with enforcement measures to suppress
illicit crops and control trafficking by curtailment of the move-
ment of illicit narcotics from the growing area.

Many of these factors militate against sinale crop substitution
programs. What is usually required is a basic rural development
which includes use of alternate agricultural crops, more effective
techniques of cultivation and an agricultural marketing and extension
system. Some factors favor the chances of succeeding in effecting
such change. 2mong these are: (1) the near base-zero level of
agriculture as it now exists in the areas involved, only a few basic
crops are grown and these give relatively poor yields; (2) the
growers get a very small share of the eventual value of the illicit
drugs; and (3) the desire on the part of their governments to even-
tually eliminate production and trafficking in illicit narcotics.

Because other crops or income sources frequently cannot campete
on a one-to-one basis with illicit opium or coca, income substitu-~
tion is viewed as an increment in integrated rural development
programs which will also improve the life~style of the poor peasant
who cultivates the poppy or coca bush. Such a development program
may include not only alternate crops, but also such other benefits
as income sources, marketing structures, better health facilities
and improved water systems all of which help soften the impact of
an enforced but phased reduction in the amount of drug-producing
crop that he grows. .

A successful crop substitution program involves an on-site
evaluation of crops, cropping systems, harvesting, and processing
methods. It is important to link an extension effort to research
and experimentation so that the results can be used by the farmer,
an arrangement that has proven to be a necessary link between
research and practice in the U.S. and one which can be modified
and adapted to meet the requirements of target countries.

Programs must be planned between host governments and all
U.S. agencies which participate in the program. Obviously, no
successful development program can be imposed and implemented by
outsiders. Only commitment and direct involvement by the host
government can assure its workability. Furthermore, host govern-
ments must understand their role in the enforcement aspect of the
program and be willing to carry it out.
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State 6/NM) at present supports limited pilot income substi-
tution projects in Bolivia and Pakistan; others may be initiated
in Afghanistan and Peru in the future. UNFDAC funded programs
are under way in Thailand, Afghanistan and Pakistan and are plan-
ned in Burma. In addition, the U.S. Department of Agriculture
has crop substitution research programs underway in Thailand and
Pakistan which were developed with host country agricultural
institutions and where host country scientists have leading roles
in execution of the programs. USDA has already identified a
mmber of crops, particularly in Thailand, which it considers
economically viable. Approximately 50 percent of USDA's narcotics
budget is spent on crop substitution research.

The International Narcotics Control Program devoted approxi-.
mately nine percent of its annual budget to income/crop substitu-
tion projects in FY 1977 and will increase this to 12 percent in
FY 1978. These funds are limited to pilot projects which are
catalysts for larger programs to be financed by other international
donors. In Bolivia the full-scale project is to be financed by
AID. In Afghanistan, the possibility of an international con-
sortium of donors, including funds provided through UNFDAC is being
explored. A similar arrangement might be used in Pakistan.

Significant reduction of illicit cultivation of drug-yielding
crops is a long range goal which will only be achieved over a
period of several years. Programs should be jointly evaluated
with host govermments at selected stages of each project, looking
at performance and results on all fronts --— agricultural, attitud-
inal, and enforcement. In the short-run, the prospect of develop—
mental assistance to producer countries should provide the quid pro
quo for the host governments to take such measures as are necessary
to prohibit the further expansion of coca or opium cultivation.

International Financial Institutions

In his August 2 Méssage to Congress, the President stated
that he was instructing the U.S. representatives to the loan
comuittees of the Regional Development Banks and other international
financial institutions to use their votes and influence to encour-
age well designed rural development and income substitution projects
in drug producing countries and to ensure that assistance is not
used to foster the growth of narcotic plants. Translating the
Presidential instructions into meaningful actions by international
financial institutions, as well as other bilateral aid donors, will
require concerted efforts by all elements of the U.S. Govermment,
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- The Office of the A5515tant Secretary for International
Affalrs in the Treasury Department has responsibility for inter-
national economic policy and deals with the international lending
institutions: the International Bank for Reconstructlon and
Development, the International Development Association, the Asian
Development Bank, the Inter-American Development ‘Bank and the
African. Development Fund.

These lnstltutlons specialize in project .lending in such
sectors as agrlculture, power, transportatlon, water supply -and -
sewage, urbanization and education. Iending criteria focus on
economic and social development with particular emphasis in recent
years on assistance to impoverished . farmers in developing
countries. Without the strong support of the! govermnent involved
and an adequate enforcement program, the banks' experience indi-
cates that crop substitution in itself is not sufflclent to counter—
act illicit cultlvatlon of narcotics crops.

Since 1972,. the U S. Executive Directors have been under in-
structions to work with management of the Banks to urge that they
give priority consideration to projects meeting IFI economic cri-
teria and which as an additional benefit,have as their objective
the elimination of illicit narcotics smuggling or production.

A 1977 memorandum from a senior World Bank official to the .
U.S. Alternate Executive Director at the World Bank, discusses
some of the difficulties perceived by the mstltutlons based
particularly on discussions with agronomists’ familiar with the
countries where poppies are grown. A reportied cOnsensus,_ was that:

a. the 1ncome generated by a poppy crop is 51gnlflcantly
higher -than could be obtained by grow:.ng other crops in
the same envirorment;

b. the ma.rg:i.ns in the opium trade are large and could easily
absorb a significant increase in producer price and still
conpete effectively with any substitute 'crop; and

c. the poppies are mostly grown by polltlcally disaffected/
insurgency groups and/or by people who do not have
security of tenure.

The Bank memorandum further observed that "for a comparable invest-
ment, one could reach and benefit many more of the target popula-
tion than would be affected by investment in a remote poppy
cultivating area."
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Last year a U,S. sponsored resolution was adopted by the U.N,
Commission on Narcotics Drugs and the U.N. Economic and Social
Council (ECOSOC). urging govermnments to include narcotic crop
substitution projects in their national development programs when
applying for assistance from the IFI's. Following this action,
U.S. Executive Directors in the IFI's were again instructed to
explore with IFI management the possibilities for (a) incorporating
crop substitution camponents in projects being prepared for Board
consideration and (b) future Bank identification missions to
consider narcotic crop substitution.in designing future agricul-
tural projects while assuring themselves that such development
assistance does not contribute to increased illicit production.
IBRD officials have indicated that upon request, the Bank is pre-
pared to make feasibility studies in narcotics producing countries
and to assist in locating experts for that purpose. :

Following the President's instructions in his August 2 drug
abuse message to Congress, the U.S. solicited the view of the
IBRD as to how the TFI's could do more to meet this world problem.
In response, the President of the Bank has now stated that drug
abuse issues have been of serious and continuing concern to the
Bank; that, in agreement with recipient countries, the Bank is
prepared to strongly support effarts to develop viable projects
which would lead to a reduction in poppy and coca cultivation;
and that the Bank will attempt to obtain assurances from govern-
ments that they will take all reasonable actions to prevent
continuing drug plant cultivation in the project area. The Bank
reiterated its views concerning the difficulties in trying to
design effective crop substitution programs and stated it is
essential that a broad based rural development approach be
employed to reduce the production of drug crops, if costly failures
are to be avoided.

Meanwhile, the Asian Development Bank (ADB) responded affirm—
atively to a U.S. request to include an anti-opium clause in a“
proposed irrigation project in Afghanistan and indicated prepared-
ness to include, as appropriate, such a clause in future agricule
tural projects in narcotics producing areas. This action by the
ADB together with the IBRD response indicates that the two
principle IFI's concerned with development assistance in the
poppy growing areas are prepared to obtain assurances from govern-
ments that such development assistance does not contribute to in—
creased illicit cultivation in recipient countries. It is hoped
that similar commitments will be made by other international de-
velopment organizations such as the United Nations Development
Programme (UNDP) . _
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Findings and Conclusions

Because of the differences in climate, soil, social and eco-
monic conditions of  the country and governmental attitudes and
control, it is obvious that programs of income substitution must
be individually tailored to the host country and that all steps
must be taken in concert with that country. It is their develop-
ment that is at stake and it is that country that will have to
have the will and capacity to nurture the effort. It is also
apparent that such programs deal with social change and that
social change comes slowly. The experience in Turkey identified
the pitfalls of expecting too much, too soon, and without taking
into consideration important social, economic and political factors.

A further conclusmn is that a major effort will be reun.red
to motivate governments to include narcotic related projects in
their national development programming when applying for technical
and financial assistance from organlzatlons such as the UNDP and
the IFI's. Diplomatic and economic initiatives should be mounted
by the U.S., other donor countries and the international narcotics
agencies to achieve this objective. Likewise, the U.S, should
take steps to convene potential bilateral donors to target their
assistance to narcotics producing areas, working in concert with
the recipient goverrmment.

Recormendations

e An increased emphasis should be placed on income substitution
programs linked with enforcement of crop suppression measures
to reduce or eliminate the dependency of certain farmers on
poppy, coca, and cannabis cultivation. Toward this end greater
liaison should be established with Agriculture, AID, and ACTION,
perhaps through assignment of staff to S/NM so that the State
Department can more effectively (a) review the potential for
income substitution programs in narcotics growing areas of
producing countries, (b) assist host countries in developing
economic alternatives to illicit narcotics cultivation, (c)
persuade producing countries to include these alternatives in
their domestic development plans and to aid them in obtaining
financial assistance for such development, and (d) encourage
international agencies, financial institutions and other
potential donors to provide necessary development assistance
to applicant countries.
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® The Secretary of the Treasury should continue to seek the
adoption by other International Financial Institutions (IFI's)
of a policy similar to that set forth by the IBRD and to
follow actions taken by these institutions to implement this
policy designed to reduce the dependency of farmers on
narcotics cultivation in developing countries. At the same
time, the State Department should undertake further initiatives
to motivate governments of major donor countries to: (a) urge
producing countries to actively seek assistance in this area
from the IFI's and other multilateral institutions; and (b)
encourage their representatives to the IFI's to (1) use the
influence of the banks to gain acceptance for such policies
from recipient countries; and (2) use the leverage of the
banks to develop alternatives to narcotics production.

E. FINANCIAL TRANSACTIONS

The exorbitant profits derived from the narcotics traffic are
just as important targets of control as the drugs themselves,
History is not without precedents of economic instability and
political turmoil due in large part to financial manipulations by
individuals who have attained their position through illegal
activities. To place the financial rewards of the narcotics traf-
fic in their proper perspective, one might compare the gross retail
sales on an annual basis of such a highly visible and legitimate
commercial enterprise as McDonald's (slightly over $1 billion)
with DEA's conservative estimate of the retail narcotics and
dangerous drug sales ($10 billion). Narcotics is clearly a multi-
billion dollar industry which explains the persistence with which
traffickers can accept great losses of money, men, and material
and still continue to function. This tremendous flow of currency
within and among trafficking organizations, however, cannot be
concealed as easily as the drugs themselves. At same time the
illicit profits have to show up in a banking system.

The Federal Government's approach to this problem, is currently.
directed toward:

1. Obtaining financial evidence of narcotics trafficking for
enhanced prosecution and other judicial functions,

2. Seizing trafficker capital and operating funds, and

3. Assessing and collecting incame tax on their profits.
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The need for a specific attack against traffickerst financial
resources stems fram the realization that conviction and incarcer-
ation do not necessarily disrupt trafficking organizations; the
acquisition of vast capital permits regrouping and the incarcerated
high-level trafficker can direct his organization's resources
toward the accumulation of further illegal narcotics profits. All
too often, incarceration does not occur; large sums are easily
posted for bail, and the trafficker flees, shrugging off the
resources thus lost as an anticipated and acceptable cost of doing
business.

Experience has clearly shown that trafficking organizations
are not limited by any geographical boundaries or restricted to
financial transactions within a specific country. The financiers
behind the narcotics traffic have long been a primary target cate-
gory, albeit difficult to pursue because of the layers of insula-
tion between this class of trafficker and the actual commodity
trafficked: Many of their financial transactions, however, can
be more easily pursued through: (1) the careful scrutiny of
financial reporting and recordkeeping : required under existing
statutes; (2) the exchange of financial information among U.S,
agencies and foreign countries; and (3) the application of finan-
cial information for enhanced prosecutions. The Department of the
Treasury (specifically the Office of Law Enforcement, the IRS, U.S.
Customs) the Department of Justice, DEA, and the Department of
State are involved, to certain degrees, in all of the above
activities directed toward the eventual J.mrroblllzatlon of narcotics
trafficking organlzatlons

Financial Reporting and Recordkeeping

On October 26, 1970, Congress enacted Public Law 91-508,
commonly known as the "Bank Secrecy Act." Title II of this act
is also known as the "Currency and Foreign Transactions Reporting:
Act" (31 U.S.C. 1051 et seq.). The Bank Secrecy Act was intended

"to furnish American law enforcement authorities
with the tools necessary to cope with the problems
created by the so-called secrecy jurisdictions."

Foreign bank accounts provide unique opportunities for any individ-

ual to conceal income from criminal activities and unregorted profits
and dividends from the transaction of securities, thus leading to -

underreporting or non-reporting of income for tax purposes. The
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Bank Secrecy Act, though intended to penetrate these camplex
transactions, is limited to requiring financial reporting and
recordkeeping. This law has not and cannot stop the covert
transfer of monetary credits in international commerce. While

the initial bill grew out of concern over the use of foreign bank
accounts by criminal elements and others to evade income taxes and
hide the fruits of their illegal activities, it also reflected
Congressional concern over the availability of records maintained
by domestic financial institutions and needed to document organized
and "white collar" crime.

Under the act, banks, savings and loan institutions, securities
brokers, dealers in foreign exchange, agents of foreign banks, and
other institutions are required to retain the specific records
concerning the extension of credit and the transmission of credit
funds out of the United States. With the exception of securities
brokers and dealers in foreign exchange, all of the above institu-~
tions or individuals are also required to retain a wealth of
financial data such as records of accounts, of checks in excess of
$100, and of certain checks issued by foreign banks.

In addition to financial recordkeeping requlations, Title
II of the Bank Secrecy Act specifically called for reporting (1)
any unusual domestic currency transactions in excess of $10,000,
(2) the international transportation of currency and certain other
monetary instruments in excess of $5,000 except by banks, and (3)
the ownership of a foreign bank account on a person's Federal
income tax return. This information, under the proper circum-
stances, could alert law enforcement officials to unusual trans—
actions that might warrant investigation and provide a system for
detecting and documenting crimes committed for econamic gain. To
assure compliance with these reporting requirements as well as the
recordkeeping regulations, the Secretary of the Treasury has
delegated his responsibility to the appropriate bank supervisory
agencies or regqulatory agencies (the Comptroller of the Currency,
the Federal Reserve System, the FDIC, the SEC, the Federal Reserve
Home Ioan Bank Board, the National Credit Union Administration,
IRS and Customs). The Office of the Under Secretary of the Treas-
ury has been delegated the overall responsibility for coordinating
the procedures and efforts of the agencies listed above and for
assuring compliance with the regulations.

In May 1977, the Subcommittee on Govermment Operations sub-

mitted its report on the effectiveness of the Bank Secrecy Act
and several recamendations to the Department of the Treasury and
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the Internal Revenue Service., Essentially the recommendations
addressed more effective implementation of Treasury's regulations
and the need to achieve cooperation between Government agencies

in the exchange of information obtained through the Bank Secrecy
Act. The Department of the Treasury has already taken specific
actions in those areas of the Bank Secrecy Act which were affected
by the Tax Reform Act of 1976. The Department is also currently
revising the Bank Secrecy Act regulations and anticipates a more
aggressive role in the future. o

The Exchange of Financial Information Among U.S, Agencies

With this wealth of information maintained by the financial
institutions and collected by U.S. Federal agencies, there is an
attendant need to exchange this information with all appropriate
U.S. agencies so that this inforamtion can best be used to im-
mobilize narcotics trafficking organizations. The IRS participa-
tion in this exchange of information is limited by the anti-
disclosure provision of the Tax Reform Act of 1976. Thus IRS,
one of the principal financial agencies is restricted and often
precluded from sharing tax information by law.

Specific liaison programs have been developed to provide for
the timely exchange of other cash-flow information relating to, or
resulting from, organized crime and narcotf}cs smuggling activities.
The U.S. Customs Service compares reports— of international
transportation of currency or monetary instruments with the computer
records of other Federal agencies, thus providing an interface of
currency transportation information with files on persons known or
suspected of criminal activity.

Under this same statute, the Internal Revenue Service maintains
reports of any apparent violations of the recordkeeping requirements
by any financial institutions whose records are examined during the
course of a tax audit, investigation or third-party inquiry. These
reports are forwarded to the Treasury Department for review and
possible referral to the appropriate bank 57perv1sory agency. Addi-
tionally, all Currency Transaction Reports%/ for domestic currency
transactions of more than $10,000 are filed with the IRS. These
reports which may trigger an income tax audit or investigation are
also made available to other law enforcement agencies by the
Department of the Treasury's Office of Law Enforcement.

1/ Customs Form 4790
2/ 1IRS Form 4789
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Although not statutorily responsible for collecting or main-
taining financial information, DEA does collect and exchange nar-
cotics related information which specifically deals with the finan-
cial profits derived from the traffic. In early 1976 a financial
intelligence project was initiated within DEA to specifically
examine the funding operations of major narcotics conspiracies.

The office is responsible for providing a strategic overview of

the methods used by drug traffickers to conceal fiscal transactions
and for the development -of counter-measures to neutralize or reduce
a trafficker's operating funds. To this end, DEA has submitted to
IRS the names of 579 Class I and II narcotics violators on which
IRS had initiated 113 criminal investigations and referred 252
names to its Audit and Collections Division as of December 31,
1977. The IRS has also requested informatiom from DEA on 219
other traffickers and financiers who are currently subject to
criminal tax investigations and has authorized disclosure of
information to DEA on 828 suspected narcotics traffickers includ-
ing the 219 under investigations.

The Treasury Department's Office of Law Enforcement identifies
and furnishes to DEA certain currency transaction reports and
reports of the international transportation of currency. During
1977, this office provided DEA with more than 600. domestic cur-
rency reports reflecting transactions in excess of $100,000,000
and more than 100 reports of the international transportation of
currency or monetary instruments. Some of these reports have
been the basis for DEA investigations that have uncovered multi-
million dollar illegal drug operations. '

In sum, there are four agencies or offices (DEA, IRS, Custams
and Treasury's Office of Law Enforcement) that exchange financial
information among themselves and with other appropriate law enforce-
ment agencies to initiate either financial investigations and
narcotics related tax audits or narcotics prosecutions supported
by financial evidence. There are, however, certain limitations
imposed on these agencies, primarily by the Tax Reform Act of 1976,
which restrict the flow of this information. These restrictions
have been discussed in greater detail in both the Drug Law Enforce-
ment Study and the Narcotics Intelligence Study.

Exchange of Financial Information with Foreign Countries

The strengthening of laws and conclusion of treaties relating
to the financial aspects of the narcotics traffic are long term
objectives of our U.S. international narcotics control policy. As
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traffickers are forced to shift into decreasingly sound investment
havens, their risk in doing business increases. That which"
threatens a trafficker's profit can only have a positive effect
on our overall narcotics oontnol program.

Essentially, there are four ways whereby the U.S. and foreign
‘countries can exchange financial information relating to criminal
matters, spec1f1cally narcotics act1v1t1es.

1. Single Convention of Narcotic Drugs, 1961 The Conven-
tion provides a mechanism for the international exchange of finan-
cial information. Articles 35 and 36 enable foreign governments
-to exchange the records of financial operations oonnected with
illegal narcotics trafficking activity.

2. Mutual Assistance Treaties These treaties provide
for broad cooperation between two countries in criminal matters
and with respect to narcotics affairs provide an increased emphasis
on the exchange of information authorized by the Single Convention.
The treaties provide for assistance in obtaining banking and other
records, locating and taking testimony from witnesses, and the
service of judicial and administrative documents. The judicial
assistance treaty with Switzerland, effective Jaruary 1977, is a
first, and can, with some modification, serve as a model for
similar treaties to be concluded with other nations. One of the
primary features of this type of treaty is that cooperation is to
be provided at the investigative stages of a case, as well as
during the judicial phases. Treaties have been proposed with the
Bahamas and Mexico, and efforts are planned to conclude agreements
with other nations used by traffickers as financial havens.

The Swiss treaty does not create any new crimes in either
oountry It is limited to providing to each country additional
evidence and information for use in investigating or prosecuting
the crimes established by domestic law of that country. It is
intended to allow each of the countries to overcome some of the
problems presented in obtaining information or evidence concerning
activities taking place outside of that country in furtherance of
crimes committed in that country. Most requests for assistance
under the treaty are expected to be executed by the appropriate
authorities in the two countries at the request of their respec-
tive Departments or Ministries of Justice. -
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3. Income Tax Treaties Except in certain organized crime
51tuatlons, tax crimes are excluded from judicial assistance or
mutual assistance agreements, There are, however, thirty-nine
Income Tax Treaties currently in effect between the United States
and other countries. All treaties except the one with the USSR
provide for a limited exchange of financial information in the
administration of the tax laws of the treaty partners.

4. PFCOSOC Resolution A 1977 BECOSOC resolution, sponsored
by the United States, urged all govermments to make narcotics
financing a punishable offense and to exchange information on per-
sons committing such crimes. With this endorsement by the U.N,,
and the exchange of financial information under mutual assistance
treaties, income tax treaties and the Single Convention, both U.S,.
and foreign law enforcement agencies should be able to begin to
immobilize the financiers of the intermational narcotics traffic.

Application of Financial Information

The collection and exchange of financial information alone
cannot significantly disrupt or immobilize trafficking organizations.
Enforcement of the recordkeeping and reporting requirements pre-
viously discussed and the levying of the appropriate civil and
criminal penalties are two ways of achieving this objective. The
application of the forfeiture provisions of the Continuing Criminal
Enterprise and the Racketeer Influenced and Corrupt Organization
Statutes (RICO)L by the Department of Justice serves as another
means of affecting the financiers behind the narcotics traffic,
These statutes basically outlaw the acquisition of legitimate
enterprises through illicit means or illicitly acquired gains.
Substantial criminal penalties include a maximum imprisonment of
20 years and fines up to $20,000 for each violation, as well as
forfeiture of acquired equity.

Although there are currently no internal revenue taxes imposed
on narcotics, the profits derived from narcotics trafficking are
subject to Internal Revenue Service laws and subject to tax. The
program of civil and criminal income tax audits and investigations
conducted by the Internal Revenue Service has been an effective
means of denying profits to narcotics traffickers. Since 1971, the
IRS has conducted 2,270 criminal investigations and recommended

1/ 18 U.s.C. 1961-1964
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prosecution in 855 cases. Indictments were returned against 422
mid~ and high-level narcotics traffickers of wham 361 have already
been convicted.,

In addition to the RICO Statute and Internal Revenue Service
laws, the recent "Nebbia Hearing®™ provides an opportunity to use
financial information to ensure the detention .of high-level traf-
fickers. There have been many instances where a large cash or
surety bond has been met by significant traffickers with their
illegal profits. In the "Nebbia Hearing" the defendant must
satisfy the court by proving that the money or property utilized
for the bond was not derived from his narcotics trafficking
activities. :

Findings and Conclusions

1. There is a gap in Federal regulatory authority over
domestic branches of foreign banks in that there is no routine
inspection of these banks for proper compliance with the record—
keeping provisions of the Bank Secrecy Act. DEA and IRS case
files indicate that narcotics traffickers have been taking advan-
tage of this weakness in present enforcement procedures. The
problem stems fram the fact that no Federal bank supervisory

" agency has the authority to examine these banking offices for
compliance with normal banking laws, The Treasury Department is
currently discussing the problem with the bank supervisory
agencies and expects the matter to be resolved in the near future.»

2. With four Federal agencies and at least five bank super-
visory agencies maintaining financial records and reports which
ocould possibly: be usedin financial investigations relating to the
narcotics traffic,_there is merit in the establishment of a

Wﬁit%n the Treasury Department for all mmg
’ currency transaction information.

=

3. DEA has information which tends to support a need for
mutual assistance treaties with approximately ten nations. However,
it has taken what seems to have been an inordinate amount of time
to finalize the Swiss Treaty and it appears that current negotia-
tions with two other countries over mutual assistance agreements’

- are proceeding slowly.

4. Although thére are many advantages to the provision of
law which requires the reporting of currency transportation,
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several legislative changes of this section of the Act are needed
to improve its effectiveness.
N\

a. Without authority to make warrantless searches, Customs
enforcement of the law is hampered, since probable cause
to conduct an outbound search is not present until a
suspect is about to depart the United States. When
probable cause is present it is not usually practicable
to obtain a warrant because of the imminence of departure.

b. While the present law prohibits the unreported trans-
portation of monetary instruments, it does not make it
a violation to attempt to transport unreported currency.
Recent court decisions have held that a violation cannot
occur until the monetary instruments have in fact departed
the United States.

5. Use of the "Nebbia Hearing" by the courts has been limited
primarily to the New York area and to local court discretion or
precedent. At this time the "Nebbia Hearing” is not statutorily
authorized and consequently -infrequently used by U.S. Attorneys
as a means to keep wealthy high-risk traffickers incarcerated and
denied access to funds generated by their illicit trafficking
~activity. - _

Recammendations

e The Department of Justice, together with the Departments of
State and Treasury, should systematically review those
countries with whom it would be most advantageous to have
Matual Assistance Treaties modeled after the judicial assist-
ance treaty with SwitzZerland and give high priority to nego-
tiating such treaties. Selection of the countries with wham
such treaties would be proposed- should be-based. on importance
to our narcotics control efforts, and directed toward gaining
further cooperation in obtaining banking and other records,
in locating and taking testimony from witnesses, and in the
service of judicial and administrative documents.

@ The Departments of Treasury and Justice should review their
present efforts in the tax and currency aspects of narcotics
trafficking to determine what additional steps might be
taken and, based on their experience, propose legislation or
other action dealing with any deficiencies in authority
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including. those pertinent to currency and foreign financial
transactions which might facilitate control over currency
and assets resulting from the illicit export of narcotics.
In addition.the Department of the Treasury should take steps
to centralize all banking and currency transaction informa-
tion and-take the necessary measures to ensure that the
Federal bank supervisory agencies have the authority to
examine demestic branches of forelgn banks for compliance
w1th U.S. banking laws.:

[N

F. ARREST AND PHJSECUI‘ION

All too often the painstaking work required in putting together
an important case involving the international trafficking of large
quantities of narcotics or a major conspiracy to do so, is frus-
“trated by the flight of a fugitive or key witness fram the United
- States or by the fact that a suspected trafficker never left the
country of residence and never came within the legal jurisdiction
of this country. Hence, it was and is sometimes impossible for
the U.S. Government to make an arrest or to prosecute such an
individual. :

with the Sh.‘Lft from 'I‘urklsh to Mexican grown ‘heroin in 1973,
a major increase occurred in the traff:.cklng by Mexican nationals
and Americans of Mexican descent. The proximity of the two coun-
tries made flight from U.S. jurlsdlctlon less difficult and close
family ties with persons already in this countty made it unnec-
essary for some major figures in the narcotics trade to expose
themselves to U.S. jurisdiction. Moreover, Mexican law and
practice does not permit the extradition of Mexican nationals.

Operation  JANUS . ) ‘ _ . G e

To deal with this problem, the Goverrment of Mexico ‘agreed in
1975 to a. unique Jjoint prosecutorial procedure in which Mexican
traffickers are prosecuted in Mexican courts on the basis of
evidence and information developed against them in the United States.
In 1976, the first case was presented to the Mexican Federal Courts"
in leuana, and the defendant's conviction has been upheld by the
Mex1can Supreme Court.

The px"imary' targets of Ope'ratibn JANUS arée the major sources
of supply into the Unlted States. Prosecutions under the JANUS
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concept are directed to those Mexican-based traffickers who are;

1. Capable of handling one-half kilo or more of pure heroin
“or one kilo of cocaine per month;

2. A Significant source of supply of controlled substa_nceé'
in a particular geographical area; or

3. United States fugitives and other selected suspects
residing in Mexico who are major violators.

Grand jury testimony of DEA agents, cooperating individuals,
and other witnesses that relate to the source of supply in Mexico
is extremely important in JANUS cases.

Since the inauguration of this program, DEA and the Government
of Mexico have jointly initiated 65 cases involving 135 defendants
in Mexico and 58 arrests have been made. Six JANUS defendants have
been sentenced to eight-year prison terms. '

JANUS also involves the prosecution of Mexican residents who
have committed criminal acts in the United States and then fled to
Mexico to avoid prosecution. More than 500 fugitives are believed
to be in Mexico. The prosecution of these fugitives removes fram
them the safe haven they previously enjoyed. For a fugitive to be
prosecuted: ' ' :

1. The violation must be a crime under existing criminal -
. codes of both the United States and Mexico;

2. The defendant inust not have been convicted for the same
violation in the United States; and

3. The fugitive must be a Mexican citizen.

A key aspect of the program of prosecuting traffickers in
Mexico on the basis of evidence and information developed against
them in the U.S., is that Mexican Consular Officers throughout the
United States, under' Mexican law, assist the Federal Judicial
Police by authenticating documents and subscribing witness testi-
mony. Mexican trial attorneys prepare the cases, in many instances
in the United States with the cooperation of U.S. authorities.

The Narcotics and Dangerous Drug Section of the Criminal
Division, Department of Justice, with the cooperation of the De~
partment of State and DEA is in the process of implementing a
judicial cooperation program with Colambia and possibly other
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Latin American countries which are important sources of U.S.
bound narcotics and controlled substances. These programs,’
like JANUS, seek the prosecution of foreign drug violators and
fugitives who are beyond the reach of U.S. law." '

: . - N i

Findings and Conclusions @ - . - R

Operation JANUS represents a major step in joint cooperation
between two adjoining countries in dealing with a problem of »
major concern to each and its further refinement and extension to
other countries should be encouraged. Care should be taken, how-
ever, to recognize its limitations. For example, only defendants
in the United States who have not been convicted, can be tried in
Mexico in connection with the same case. If a defendant is con-
victed in a U.S. trial and flees the country while 'on-bail, he
becomes a fugitive, but because of double jeopardy is not subject -
to trial in Mexico under Mexican law. This is further camplicated
by the Mexican policy against extradition of its nationals or even
Mexican-Americans (regarded by Mexico as dual citizens) who are’in
this fugitive category. - Nevertheless, the program increases the
risk of engaging in the drug traffic between the two countries
and,. thus deters some major figures from that traffic. '

Ietters ‘Rogatory (Request for International: Judicial Assistance) -

Another device available for use in prosecuting defendants
on the basis of evidence from another country:is the ILetter
Rogatory or Request for International Judicial Assistance. _This
orocedure:;, rooted in common law and reinforced: by statute, }_/ is
a formal request for assistance from the judiciary of the United
States to the judiciary of another country: The request involves
such judicial acts as issuing a subpoena to testify or produce
documents, taking depositions, or other similar evidence gathering
mechanisms in the requested country. '

There are, however, some significant drawbacks to the use of
Ietters Rogatory .such as cumbersome administrative procedures,
glow responses, and the lack of legal assistance for these matters
in most Embassies. As a result, in 1977, of the 11 Ietters Rogatory
sent by the U.S. Government to different countries, only one was
effective and two partially effective. - Of the remaining eight,
four were refused, two responses were overdue, one was withdrawn
‘and the other is too recent for results.

1/ 28 U.S.C. 1782.
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Improvements in speed of translation, the provision of legal
assistance to Fmbassies, and the reciprocal representation of the
U.S. by the foreign justice ministries could make the process more
effective. (The Department of Justice represents foreign countries
in the U.S. Courts where Letters Rogatory are concerned.) Some
of these matters can be dealt with unilaterally, others require
the cooperation of the foreign government and due to their
camplexities, the establishment of treaties with the principal
countries concerned in the narcotics traffic may be warranted.

Extradition

The United States has extradition treaties with over 80
countries and the majority of these treaties include narcotics
offenses as extraditable offenses. All new extradition treaties
or amendments to existing treaties include narcotic offenses.
However, the Single Convention on Narcotic Drugs, as amended, has
the legal effect of amending existing extradition treaties be-
tween parties to the Convention to include narcotic offenses
among extraditable crimes. Success in achieving extradition is,
however, dependent on the nationality of the individual whose
extradition is sought.' Most countries will not, as a matter of
domestic law or policy, extradite one of their own nationals and
almost all of the extradition treaties, as well as the Single
Convention, recognize that sovereign right.

There are several problems which limit the possibilities of
successful extradition:

~- Some countries, principally the United Kingdom and Canada,
do not permit hearsay evidence at any point in the criminal
process and will not honor a request if the case for which
extradition is sought is based in any of its parts on such
evidence.

- Extradition for conspiracy cannot occur if conspiracy is
not a crime in the country from which extradition is -
sought, as for example, France. .

— Some countries will not extradite in cases based in whole

or part on evidence secured through an undercover agent,
the so-called "Agent Provocateur.™
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-- The adm:uustratlve procedures — oomplex and often time
consuming -- requiring certification and exerrpllflcat.lon
of documents, translation, and transmission through
diplomatic channels — and, occasionally the prescribed
period for provisional detention may expire before the
documents can be processed.

While extradition is a useful tool for curbing the activities
of traffickers, broader coverage by extradition treaties and im-
provanents in the extradition process are necessary if its maximm
value is to be achleved

Recommendations : - . .

e The Department of Justice should develop and present to the
Department of State a list of specific problems related to
cooperat_lon with foreign governments which presently inhibit
them in providing information necessary for the prompt arrest
and prosecution of traffickers. These should be reviewed by
the Department of State and, with the Department of Justice,

" a program should be developed and initiated to deal with _
these matters. Possible initiatives might ‘in¢lude prisoner
exchange treaties, quicker translation of documents, follow-
up legal assistance to embassies, reciprocal representatlon
of the U.S. by foreign Ministries of Justlce, J.mprovement of
extradition process, simplification of admmlstratlve
processes, and others.
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V. INTERNATIONAL DEMAND REDUCTION
"A. BACKGROUND

 The production and supply of illicit narcotic and psychotropic
drugs are, to a significant degree, a function of demand. Without
their consumption, there would be no incentive to produce and
little profit in trafficking. Thus, it can be reasonably argued
that the economic dynamics of internmational drug trafficking and
drug control are linked inextricably with drug consumption.

The White Paper on Drug Abuse, the first public document to
set forth an international demand reduction policy, forcefully
acknowledged this relationship in stat.mg that:

"Supply reduction and demand reduction are not only
complementary in that one compensates for the limita-
tions of the other, they are also interdependent, in
that increases in the resources devoted to one activity
will be most effective only if increased resources are
simultaneously devoted to the other." (p. 4)

Prior to the White Paper, international demand reduction did
figure in the policy decisions of the Special Action Office for
Drug Abuse Prevention (SAODAP) and the Cabinet Committee on
International Narcotics Control (CCINC). Through the CCINC Sub-
committee on Treatment and Prevention, chaired by NIDA, inter-
national demand activities were reviewed, approved and coordinated,
In 1976, specific CCINC guidelines were updated and revised to
reflect an increased emphasis on these demand reduction activities
and to encourage all U.S. embassies to develop strong programs
within their Narcotics Control Action Plans. »

One of the dilemmas faced in promoting such activities is the
current policy to target international drug abuse resources pri-
marily to "priority" countries based on their importance in the
supply of illicit drugs. Programs to stimilate or support the
interests of countries outside of the priority group are limited
even though such countries may be willing to develop or expand
their current demand reduction efforts. While there is no quarrel
with the idea of "priority" setting, it appears that the concept
has been narrowly drawn in the sense that the criteria for select-
ing "priority" countries was assumed to be the same for demand
activities as for supply activities.
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International demand reduction received renewed attention
in the 1976 Federal Strategy on Drug Abuse Prevention and was
forcefully ennunicated as a U.S. program objective in the Presi-
dent's August, 1977, Message to Congress which states:- :

"I will, in addition, promote the international sharing of
knowledge and expertise in the treatment of drug abuse. We
will make a special effort to share our experience, espe-
cially with those nations which have serious drug problems
and which are working with us in the effort to control drug
sources and prevent drug abuse."

The importance of demand reduction as part of a balanced
international drug control program cannot be overstated. Inter-
national demand reduction activities not only achieve specific
salutory benefits for people throughout the world but also serve
as a means of convincing other governments of the immediacy and
seriousness of the worldwide drug problem. Once convinced, these
governments are frequently more inclined and willing to cooperate
in international efforts to control illicit drug trafficking.

Despite the impetus in recent years, the so-called demand
component of U.S. international narcotics control activities has
received modest attention. NIDA funding for international
activities was $1.3 million in fiscal year 1977, more than half
($780,000) of which was for research activities, .These funds are
awarded through grants, involving a peer review process, or through
contracts and were not part of an international program per se but
rather part of a research effort. The INC budget of $39 million
for FY 1978 as proposed to Congress included approximately $1 mil-
lion for demand activities. Other demand activities, as reflected
in this report, are even more minimal and there are fewer than 10
people in the Federal Government dedicated to intermational demand
reduction activities. :

Basically the U.S. policy towards international narcotics con-
trol has undergone : a gradual evolution of objectives. Historically,
it was directed towards the reduction of illicit drug supplies and
later towards the control of availability. Today, increased atten-
tion is also being paid to the prevention and control of drug abuse.

The United States cannot undertake to treat the addicts of
Asia, Latin America or other regions of the world. Aside from the
sheer practical impossibility of the task, such activity would not in
itself ensure that the flow of illegal drugs to the United States
would be curtailed. Yet illegal drug consumption in other countries
is increasing and does support a significant portion of the total
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productive capacity. For this reason and many strategic and
humanitarian concerns, it is in our best interest to encourage

and facilitate the development of national drug demand reduction
programs in countries with substantial drug abuse problems in the
context of that country's overall health policy. By addressing the
drug problems in these ¢ountries, a more sympathetic understanding
of the international nature of drug problems often occurs. Efforts
to assess and respond to local problems by other countries should
develop experience and, in time, leadership in each region which
will support and strengthen the international framework and U.S.
bilateral efforts.

B. 'PRIMARY U.S. AGENCY INVOLVEMENT

Twelve offices, agencies and departments of the U.S. Govern-—
ment are involved, to various degrees, in intermational demand
reduction. Those within the Department of Health, Education, and
Welfare are NIDA, Food and Drug Administration (FDA), the Office
of Education, and the Rehabilitation Services Administration.

Those within the State Department are S/NM, the Office of Medlcal
Services, the Bureau of Educational and Cultural Affairs, the
Office of Special Consular Services and the Bureau for International
Organizations. Other agencies are the USIA, DEA and the Department
of Defense. Of these NIDA and S/NM are the principal agencies and
offices concerned and involved in international drug abuse, preven-
tion, education, treatment and rehabilitation. ' The Department of
Defense (DOD) is involved in the prevention, education, treatment
and rehabilitation of DOD personnel; the others are engaged in
one or sometimes two areas of international demand reduction. All
of the Federal agencies and departments pursue their limited
activities in international demand reduction as an extension of
authority to deal with various aspects of drug abuse rather than
under an explicit charter to reduce drug problems among foreigners
or U.S. citizens abroad.

The National Institute on Drug Abuse (NIDA)

The National Institute on Drug Abuse (NIDA) is the principal
agency in the United States for demand reduction activities. Like
supply reduction, however, demand reduction crosses the limits of
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all geographic boundaries and, as such, must inevitably entail
certain international activites. Based indirectly on HEW's legal
authority for international health activities in Public Laws
86-610 and 93-353, NIDA does pursue specific international demand
reduction activities to:

a. Increase our knowledge and understanding of drug abuse,

b. Increase other countries' awareness and response to the1r
own drug abuse problems, and

c. Strengthen the overall international framework for drug
abuse prevention.

To acconplish these objectives, NIDA has expended the follow-~
ing during FY 1977:

Research grants and contracts $ 780,073
Contract for training and technical
assistance 400,000
Treatment demonstration project 99,500
Staff travel . 36,000
$1,315,573

*Net of reimbursements

Basically, NIDA's international activities entail information
exchange, briefing international visitors, technical assistance,
training, research, treatment demonstration projects, and inter-
national meetings and conferences. Technical assistance is pro-
vided to foreign governments and international organizations which
request U.S. assistance in developing demand reduction plans and
programs. Qualified experts are sent to foreign countries to
assist in the assessment of the nature and extent of the drug
problems, and the necessary treatment, rehabilitation and pre-
vention required to cope with them. During the last three years,
NIDA spent approximately $125,000 for on-site technical assistance
to 13 different countries, primarily in Southeast Asia and South
America. Such assistance is provided through a NIDA contract,
with reimbursement of costs to NIDA by the State Department
(s/NM) .

During the past year, NIDA has greatly expanded its inter-
national training effort. A budget of $400,000 was recently
added .to NIDA's contract with the National Drug Abuse Center
(NDAC) to provide for an International Training and Support
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Program. Two full-time staff positions were also added to NIDA
to develop and carry out international training programs.. Once
fully underway, NIDA's international training program is planned
to provide training both within the United States and in other
countries. The emphasis will be placed on "training of trainers"
to help other countries develop their own capability.

In addition to training, research contracts and technical
assistance which represent the bulk of NIDA's international budget,
the Institute supports an active international visitors' program
and promotes the exchange of information on demand reduction be-~
tween the United States and other countries or international organ-~
izations. During the past year NIDA has published, and sent to
all U.S. ambassies, a package of basic books and- documents which
provide an overview of the health and social aspects of drug abuse
and approaches to treatment and prevention. A descriptive list
of additional reports and publications available from NIDA,
categorized by subject area, has also been sent to the narcotics
coordinators in the U.S. embassies.

In a few selected high priority countries, NIDA has provided
support for the development of drug abuse treatment and rehabili-
tation programs which can serve as regional demonstration projects
to stimulate further d’evelopment and expansion of treatment serv-
ices by the government in those countries and reglons. For example,
NIDA has worked with CEMEF (the counterpart of NIDA) in Mexico to
develop a treatment program near the U.S./Mexico border which
would serve both Mexican and Mexican/American addicts. NIDA also
provided technical assistance to develop a proposal for treatment
demonstration projects in Bangkok and other cities in Thailand.

All of these programs are coordinated closely with S/NM in
the State Department and international research projects receive
State Department clearance prior to funding. To facilitate this
coordination a NIDA liaison officer has been detailed to S/NM for
the past several months to prepare a camprehensive demand reduction
plan for S/MM funding in the current fiscal year as well as a .
projected plan for Fiscal 1979. 1In addition to S/NM, NIDA works
closely with DEA and State's Bureau of Educational Cultural
Affairs to coordinate mternatlonal v151tors programs.

Except for a small corps of pexmanent staff to plan and
manage the program, the primary need is to utilize mechanisms that
can make personnel with specialized skills readily available for
relatively short periods of time for services in a number of
foreign countries. Such skills must include subject matter
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specialities as well as, to the extent possible, language capability.
Any administrative and other procedures which impede the ready
acquisition and deployment of such personnel must be overcome if

a viable program of assistance is to be provided. -

Office of the Senior Advisor to the Secretary and Ooordlnator for
International Narcotics Matters (S/NM) Department of State

The Office of the Senior Advisor for Na.rcotlc Matters within
the State Department has, historically, been the primary focal
point for all international drug abuse activities. Overall policy
direction and major funding for demand reduction _programs abroad
have and continue to be provided by this office.

As seen below only modest International Narcotics Control (INC)
Program funds have been committed to drug demand reduction. ,

International Narcotics Control Program ,
Annual Demand Reduction Budget Obligations

Fiscal Year ' Obligations ($000)

1972 -
1973 ' 5

1974 156
1975 56
1976 179.4
Transition Quarter 159
1977 313
1978 estimate 1,008

The statutory basis of the INC Program is found in Section 481
of the Foreign Assistance Act which authorized the President to:

"Conclude agreements with other countries to facilitate
control of the production, processing, transportation,
and distribution of narcotic analgesics, including
opium and its derivatives, other narcotic drugs and
psychotroplcs, and other controlled substances as de-
fined in the Comprehensive Drug Abuse Preventlon and
Control Act of 1970."
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Although this authorizing language does not réfer explicitly to
drug demand reduction, ‘policy-makers have proceeded under the
‘assumption that ‘demand reduction activities fall within the defini-
tion of programs that "facilitate control" of 1llegal drugs.

In the past, ' demand reduction programs within the INC Program
were developed primarily by NIDA staff. Generally, demand side
projects were developed mdependently and submitted through normal.
State Department channels for review and funding. This process
has led to frequent problems because project development was
divorced from overall budget plannlng.

. To J.mprovefplannlng coordination, the NIDA Liaison Officer
in S/NM is responsible for preparing a demand reduction strategy
and implementation plan. This plan will be integrated into the
overall INC Program strategy, thereby ensuring that demand reduc-
tion projects are developed in a manner consistent with available
resources and priorities.

In addition to integrating demand reduction into overall INC
Program planning, S/NM intends to play a larger role in demand
reduction program implementation during FY 1978.  In this regard
the chief limitation on expanded demand reduction activity appears
to be immediate staffing and not increased funding. Demand reduc-
tion activities do not require many costly commodities but they do
involve a good many people. In the field there are few people _
familiar with démand issues, problems and opportunities and, since
the INC appropriation does not specifically address demand reduc-
tion activities, there has been justifiable reluctance to use INC
funds. Furthermore, INC funds have, by policy decision, been
directed toward developing countries rather than developed countries
where demand reduction assistance is frequently more acceptable.
Possible solutions to these problems might entail the direct hire
of personnel or contract for services on a Part1c1pat1_ng Agencies
Serv1ce Agreement (PASA) basis. A

Findings and Conclusions

1. There should be two prlmary goals in the lnternatlonal
demand areas: .

-— to encourage other countries with drug abuse problems to

more systematically assess and respond to their own drug
problems; and
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— to develop and make available practical models of response
in the prevention, treatment, and rehabilitation area, and
to pramote the exchange of mformatlon which would stimulate
the development of such models.

The cost of these activities is relatively modest and should not
be considered to embrace funding large service delivery systems
in other countries, but rather should be limited to stimulating
and promoting the two primary goals articulated above. An element
in achieving the first goal might well include advising those
countries with drug abuse problems in installing a reporting
system such as the Drug Abuse Warning Network (DAWN) now in place
in the United States and in establishing an evaluation system.

2. U.S. international efforts to reduce the drug abuse prob~
lem have been directed primarily toward the control of illicit
supplies. Although efforts to reduce demand overseas have in-
creased, these have been extremely limited and undertaken on an
ad hoc basis without solid legislative or policy foundation for
most of the agencies involved. It appears that there is no ade-
quate legislative base, or clear mandate, for any U.S. agency
which would allow these agencies to carry out international demand
reduction programs overseas. -Although White House and Depart-
mental initiatives could bring about an expansion, serious ques-
tions would remain about legal authority for this policy.

3. It appears that there is no systematic overview of efforts
by countries or international organizations which would summarize
their demand reduction activities. Most of their statements are
project reports, philosophical treaties or administrative sum~
maries. Typically, they are reports of domestic act1v1ty rather
than outcome or empirical findings.

4. Coordination of existing U.S. Government, international
organizations, and host country efforts in demand reduction is _
carried out primarily by information exchange and periodic person-—
nel contacts among the representatives involved. Inside the U.S,
coordination of international demand reduction efforts depends
upon personal contacts. '

5. In some instances, the rationale for country selection of
demand activities may be different than for' country selection of
supply reduction activities. One of the consequences of not
distinguishing between separate or parallel priorities is that
little emphasis is given to U.S. demand activities which may make
a dlfference outside of the current "priority" countries.:
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A case of point is Western Europe which has a reasonably
well-trained professional drug law enforcement cadre which can
mobilize anti-trafficking campalgns. An ex15t1ng network of
formal and informal cooperation exlsts between countries on-a
bilateral and multilateral basis, and the Drug Enforcement. Admin-
istration (DEA) and’ the Customs Service are well linked to these
efforts. In addltlon, in most of ‘these oountrles there is a
tradition of providing broad social (health and welfare) services
and the capability to support specialized drug abuse demand
activities, often lacking in other areas. These predicates
suggest that Western Europe is an ideal area in'which to develop
other national role models which establish that drug abuse can be
controlled by conscious and concentrated government action and
some technology can be transferred in part from other national
experiences: thereafter these governments could assist in
developing countries having drug problems, thereby further "insti-
tutionalizing" current efforts. In other words, these countries
can make a difference in their own drug problems as well as in
those of other countries. Yet under current policies, inter-
national demand activities are not supported in Western Europe
because there are no "prlorlty" countries in thlS area.

6. Demand reductlon projects should be part of and support
an mtegrated U.S. ‘drug abuse program dealing with both supply
and demand. They should be de51gned so as to v1s:.b1y demonstrate
to other governments that the U.S. is concerned with the demand
and health aspects of their drug abuse problem as well as their
supply and law enforcement aspects,

Recommendatlons

® Greater a551stance should be available to forelgn '
govermrents in developing and conducting demand reduction .
programs. -Such assistance should be limited to trammg,
research, reporting systems, evaluation and provision of
. technical "knowhow" rather than the direct operation of such
programs although authority to accept contracts to establish
and operate demonstration programs is desirable. The Depart-
ment of Health, Education, and Welfare should review with
the Department of State all administrative impediments to
utilizing skilled personnel on a short-term basis and the
adequacy of present authority to conduct such activities in
both developed and developing countries and propose any
needed changes in procedures and program authorization.
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e In addition to fulfilling their present roles, DEA overseas
personnel, State Department Narcotics Coordinators, and
former AID Public Safety personnel overseas should be
trained to place a greater emphasis on demand reduction
measures and to provide information, communication, and
liaison support services on such measures to host countries.

C. OTHER U. S. AGENCY TNVOLVEMENT

International Drug Abuse Prevention and Education

Drug abuse prevention and education sponsored by the U.S.
Government encompass a wide variety of activities in international
demand reduction ranging from providing or loaning of films, publi-
cations or exhibit material to host country agencies or U.S.
citizens abroad by USIA, DEA, the military services and the State
" Department's Bureau of Consular Affairs; to participants in
programs for foreign visitors interested in education and preven-
tion programs conducted by the Office of Education, State Depart-
ment's Bureau of BEducational and Cultural Affairs, and DEA.

Within the Department of Defense, all of the military services
sponsor drug abuse preventlon programs abroad. Primary emphasis
is placed on careful screening of prospectlve recruits to prevent
drug abusers from entering the service and next on educational
efforts to keep the service member from becoming involved with
drugs. These education and prevention programs, conducted by the
military departments overseas are not appreciably different from
those conducted within the United States. Emphasis may vary,
however, depending upon the drug available and the seriousness of
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the problem. At present, the United States has about 467 000
service members deployed abroad. Acconpanylng them are about
30,000 U.S. civilian employees and 336,000 dependents. The bulk
of the overseas force is located in Furope and of these 224,000
military, 18,000 civilian employees and 161,000 dependents are
stationed in the Federal Republic of Germany. The Department of
Defense does not have the drug epidemic situation overseas of .
the Vietnam era, but drug abuse in the Armed Forces.will continue
to be a problem and only by continued, persistent efforts will
the DOD be able to moderate the adverse consequences of such drug
use.

The Bureau of Consular Affairs of the State Department ‘has
‘prepared some pamphlets and radio and TV spots warning travelers
about the dangers of using drugs in other countries. The Office
of Special Consular Services within the Bureau is primarily con-
cerned with prov1d1ng certain emergency services to theé more than
1.3 million private U.S. citizens overseas, .including those incar-
cerated in foreign jails, and with claims and deaths involving
U.S. citizens. There are no available estimates of the size and
nature of drug abuse among these individuals who are widely
dispersed throughout the world. There are no. demand reduction
programs for prlvate U.S. citizens abroad sponsored either by the
State Department- or any other agency or depart:nent of the Federal
Government.

International Rehabilitation and Treatment

In discussions on drug abuse, rehabilitation and treatment
are frequently considered separately. For the purpose of this
study they will be discussed in one section since rehabilitation
alone does not at this time play a large role in mtematlonal
demand reduction.

Currently three offices, agencies or departments of the
Federal Govermment — Rehabilitation Services Administration of
HEW, State Department Office of Medical Service and the Depart-
ment of Defense - are involved in international drug rehabilita-
tion and treatment programs. Primarily these programs service
U.S. citizens abroad from the official or m111tary commnities -
but have on two occasions assisted foreign countries (Yugoslavia
and Egypt). There are no rehabilitation or treatment programs
for other American citizens residing abroad

73



The White Paper of 1975, stated that the State Department
should provide treatment services for Americans abroad who are
employed in high risk areas of drug abuse. Under this policy
guidance, the State Department's Office of Medical Services
presently sponsors minimal programs at. only six posts; Tehran,
Kabul, Bangkok, Singapore, Kuala Lumpur and Jakarta. Because of
limited clinical capability in some facilities, activities are
largely devoted to providing a social center for teenagers which
offers alternatives to drug use and provides a setting for drug
abuse prevention education and counseling. Stronger medical
support had existed in Bangkok and currently exists in Tehran
where a board certified psychiatrist can provide same definitive

rehabilitation and treatment. In FY 1977, the. Office of Medical
Services received approximately $226,000 for demand reduction
activities overseas' (i.e., prevention, education, rehabilitation
and treatment); thé FY 1978 budget . is approximately $250,000
plus certain additional funds for travel. Because the program
of the Office of Medical Services involves little contact with
~ foreign govermments internal liaison with S/NM is minimal and
of less importance than coordination and conmtm:.catlon with NIDA.

The Department of Defense's involvement in drug abuse treat-
ment and rehabilitation dates back to the early 1970's. In
addition to its regular program for DOD personnel, the DOD parti-
cipated in several early pilot programs overseas. In conjunction
with the Departments of State and Defense and the Agency for.
International Development, the Special Action Office for Drug -
Abuse Prevention (SAODAP) founded a treatment and rehabilitation
center for American dependents in Bangkok, Thailand. The center
was designed to be a catalyst in a comprehensive drug prevention
and treatment plan incorporating the skills and facilities
available in the American Community in Bangkok. - SAODAP developed
a specific health care model which included medical supervision .
of treatment, rehabilitation, crisis intervention, education and.
family counseling. SAODAP funded the project during 1973; sub-
sequently DOD prov1ded most of the funding until w1thdrawal of .

DOD personnel in 1976.

The Frankfurt Youth Health Center created 'in 1973 as a SAODAP
pilot project provided a drug abuse prevention, treatment and
rehabilitation program for American adolescents (both civilian and
military dependents) in Frankfurt, West Germany. The camprehensive
health care facility provided medical care short of hospitalization
and psychiatric and psychological services short: of residential
care. With the termination of SAODAP in June 1975, the Department
of the Army assumed the contn.mu.ng operational responsibility for
the center.

74




Findings and Conclusions

, There are no U S. Government demand reductlon programs for
Anmerican citizens, re51d:|.ng abroad except for .those connected with
official gmrenurent activities and many of these offer minimal
services. The approximately one and one—third million private .
citizens are "on their own" except for some emergency medical
and dietary help, in spite of continued Federal tax liability.
Medicare and Medicaid are not available outside the U.S. Assist--
ance depends upon the availability of host country resources or
corporation doctors, psychologists, commmnity workers or teachers.
This problem should be comprehensively reviewed, but such review
should, of necessity consider all types of benefits and services

- now prov1ded or denied to this class of citizens residing abroad.

Recommendations

e The State Department, in consultation with the Department of
Defense, should review the benefits and mental health services
including drug treatment services provided .abroad by the
U.S. to those employed by the Federal Government, their
dependents, and private American citizens in areas of the
world where these individuals are heav11y concentrated and
drugs are readily available. This review should be made in
light of other benefits and services provided to American
citizens residing abroad.
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VI INTERNATIONAL ORGANIZATIONS

Historically, U.S. international narcotics control programs
have been carried out through both bilateral and multilateral
channels. In general bilateral programs are encouraged whenever
(1) a receptive attitude exists for direct cooperation, (2) short
term and narrowly focused program interests are involved, and
(3) both parties express a desire for immediate progress. The
sponsorship by international organizations such as the United
Nations, I.C.P.O./INTERPOL or the World Health Organization,
rather than by the U.S., however, may often be more acceptable,
may facilitate the achievement of project goals and may also
lead to international cooperation and long-term development in
social, economic and health areas.

Recognizing the inescapable international aspect of the
illicit drug problem, goverrments have worked together, often at
U.S. initiative, to construct the present system of treaties and
mutually supportive organizations designed to limit the use of
dependence producing drugs to medical and scientific purposes.

The United Nations system, the foundations of which were constructed

long before the U.S. drug crisis of the 1960's, has the distinct
advantage of providing a focus for international efforts to
attack the international drug problem, which no individual
government could achieve. The present system also provides the
mechanism for decisions, evaluations and actions in the drug con-
trol field under international auspices which are free of the
taint of self interest which might characterize them were they
the product of a single government. Even where U.S. bilateral
programs are substantial and highly productive, a U.N, presence
can usefully supplement an exclusive U.S. presence and diminish
political sensitivity on the part of the recipients.

A. THE UNITED NATIONS FUND FOR DRUG ABUSE CONTROL

In 1971, the United Nations Fund for Drug Abuse Control
(UNFDAC) was established to energize the United Nations and .
govermmental efforts by assisting countries in financing opera-
tional activities:aimed at interdicting the illicit traffic,
eradicating the illicit supply and reducing illicit demand. The
UNFDAC shares the advantages of the United Nations system in that
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the Fund serves as an instrument for affirmative action against
illicit drug activities in some countries where international
rather than bilateral assistance may be more effective. Examples
of programs of this nature are to be found in countries critical
to U.S. drug control interests; Turkey, Burma, Afghanistan and
Thailand.

The Fund's resources, ocomprised of voluntary contributions
from governments and the private sector, currently permit it to
support a program budgeted at approximately $10 million per annum.
Approximately 60 percent of the Fund"s support is devoted to
supply reduction programs and 24 percent allocated for demand
reduction activities. The Fund acts as a catalyst to stimulate
broader and more . costly activities and as a trail-blazer by
sponsoring pilot projects intended to determine what drug control
programs are feasible in a particular country. Once a pilot
project has been successfully completed, the working assumption
is that the government concerned, with the assistance from multi-
lateral development organizations, the international financial
institutions and bilateral donors, will take over the project
and apply its results on a wide scale.

UNFDAC's program includes projects designed to strengthen
control measures, to reduce illicit demand, to reduce illicit
supply, to stimulate and coordinate chemical, pharmacological,
medical, agricultural and sociological research, and to strengthen
staffs of international drug control bodies. Major income sub-
stitution pilot projects are being implemented in Burma, Pakistan
and Thailand. In Thailand, the fifth year of an UNFDAC-supported
program is focused on marketing substitute crops and on assist-
ing the government to apply the results of the pilot project to
neighboring opium-producing areas. Preparatory work has also
been undertaken looking toward the development of incame substitu-
tion projects in laos and Afghanistan.

A major success for UNFDAC has been its program to assist
Turkey in applying a system of licensed poppy cultivation for the
production of narcotic raw material for medical use while at the.
same time preventing the production and diversion of opium.
Another major success has been the UNFDAC program in Afghanistan,
closely coordinated with DEA, in support of narcotics police
activities, which has resulted in substantial seizures. Projects
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financed by the Fund in the control area also include training,
publications, assistance in drawing up legislation and other
measures related to the implementation of treaty obligations as
well as technlcgl assistance to national forensic laboratories.
Projects designed to reduce demand include epidemiological
research, preparation of handbooks, preventive education, and
treatment and rehabilitation.

During the last year some Western European countries have
made substantial contributions to UNFDAC for development and
treatment activities related to drug control, These contributions,
which have increased the Fund's resources by several million
dollars and decreased the proportion of the United States contri-
bution from over 80 percent to slightly less than 50 percent, are
likely to continue. While this year®s initial pledges in February
were less than expected, several potential donors have indicated
that contributions from development assistance funds will be made
over the year as requests are received from recipient countries
for specific projects. Greater assistance from other countries
would support the budget proposal to remove the present Congres—
sionally imposed $3 million dollar limitation on the U.S. contri-~
bution and permit UNFDAC projects to increasingly emphasize drug
control assistance related to economic development and treatment.

The UNFDAC, headed by an Executive Director appointed by the
Secretary-General, raises funds, negotiates project agreements,
assigns executing agencies, evaluates results achieved and oversees
financial management. Executing agents for projects include the
U.N. Division of Narcotic Drugs (particularly in the area of control
and enforcement), the World Health Organization (demand area), the
Food and Agriculture Organization (income substitution), the
International labor Organization (rehabilitation) and UNESCO
(education and prevention). The UNFDAC has also used other groups
to execute projects including organizations in the private sector.
The Division of Narcotic Drugs coordinates the execution of multi-
sectoral country programs. Evaluation of projects is carried out
by external evaluators appointed by UNFDAC's Executive Director.

In selecting projects, the Executive Director acts under
general policy gquidelines established by the Commission on
Narcotic Drugs, a functional commission of the U.N. Economic and
Social Council composed of 30 govermment representatives, including
the Senior Advisor to the Secretary of State and Coordinator for
Narcotics Matters, who participates in Commission sessions on be-
half of the United States. In deciding which projects to finance
the Executive Director also consults closely with the United States
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and other major contributors to UNFDAC. To date, the drug and
country priorities applied by UNFDAC in the distribution of its
resources parallel the United States' views. Accordingly,
emphasis is placed on opium and heroin abuse, as opposed to the
abuse of other narcotics and psychotropic substances, and on
assistance to countries in the South and Southeast Asia which
produce illicit narcotics. Close and continuing consultation
between U.N. officials and those of the United States in Geneva
(where U.N. drug organs are located) and in capitals of countries
in which UNFDAC-supported projects are being implemented assures
coordination with our bilateral efforts and avoids duplication.

B. THE INTERNATIONAL NARCOTICS CONTROL BOARD

The International Narcotics Control Board (INCB) is a quasi-
judicial body established by the Single Convention to supervise
and promote govermments® implementation of the treaties and to
ensure that sufficient licit drugs are produced to meet world
medical needs and are not diverted to the illicit traffic. The
INCB's predecessor bodies date back to the 1925 Opium Convention.
The Board possesses certain powers of sanction, but has tradition-
ally sought to achieve its goals by means of diplomacy. The
Convention requiresthe Board to undertake many of its activities
on a confidential basis in order that the country concerned and
the INCB can candidly identify problem areas and remedial measures
which would allow compliance with treaty obligations. It has main-
tained this approach in utilizing its strengthened authority under
the Amending Protocol to the Single Convention which permits it
to recommend to the UNFDAC and other United Nations bodies the pro-
vision of assistance to specific governments. The Board is com-
posed of 13 meambers elected by BECOSOC to serve in their individual
capacities and not as govermment representatives. This permits the
Board to be somewhat insulated from potential pressures and allows
it to act in an impartial manner.

C. THE U.,N. COMMISSION ON NARCOTIC DRUGS
AND THE U.N. DIVISION OF NARCOTIC DRUGS

The Division of Narcotic Drugs (DND) serves as the secretariat
of the Commission on Narcotic Drugs (CND), the policy making inter-
governmental body on international drug control. The Division at
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present performs two roles, The first is its traditional treaty
function in support of the Commission, involving such activities
as collecting national laws and government reports concerning
drugs, conducting scientific research on drug-related subjects and
analyzing the illicit traffic. Its second role, created with the
establishment of UNFDAC in the early 1970%s, is to act as executing
agent for UNFDAC in the operational aspects of its country programs
and a number of other projects.

D. 'THE U.N. EDUCATIONAL SOCTAL AND CULTURAL ORGANIZATTON

. The U.N. Educational Social and Cultural Organization (UNESCO)
goals and objectives in the area of drug abuse control are contained
in the Medium Term Plan for 1977-83 which states:

"UNESCO's main task is prevention; its aim is to modify

the demand for drugs, thus supplementing the measures

which had been taken against drug production, trafficking

in drugs and their supply. The Organization's activities,
which began in 1971, were directed at the developed countries
in the first instance. During 1975-1976 the programme was
extended to the less industrialized areas such as Latin
America and the Caribbean, Africa and Asia."

The plan additionally calls for a variety of program activities
in the drug abuse area over the next several years, including
regional meetings and workshops, national studies, fellowships
for educators, information exchange, experimental projects, and
training fellowships in drug abuse for social scientists.

The United Nations document entitled "Individual Progress
Reports on Operations Financed by the U.N. Fund for Drug Abuse
Control (UNFDAC)," published in December 1976, shows $412,700
expended for UNESCO projects in 1976. Projected expenditures for
UNESCO projects in 1977 and 1978 are $358,500 and $476,000 respec-
tively. 1In addition, some of UNESCO's activities in the drug
abuse area are funded out of its Regular Program furds.
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E. THE WORLD HEALTH ORGANIZATION (WHO)

The World Health Organization (WHO) under the Single Conven-
tion and the Psychotroplc Convention advises the Commission on
Narcotic Drugs concerning the medical aspects relating to the
scheduling of controlled substances. It also acts as executing
agent for certain UNFDAC projects. The availability of UNFDAC
financial resources during recent years has facilitated WHO's
collaboration with governments in the development of operational
treatment and epidemiological programs for drug dependence. These
programs are intended to develop at national and local levels,
flexible and dynamic management systems that will assist in pre-
venting and reducing the non-medical use of drugs. In 1974, the
first WHO/UN pilot treatment program was implemented in Thailand.
Initially, the project concentrated on strengthening existing
- services in Bangkok and developing a hospital based treatment
service in Chiang Mai near the opium producing areas. Since 1975,
the emphasis has been placed on operational research (1) to
develop information on the extent and nature of drug addiction in
Thailand, (2) to identify through evaluation studies, effective
low cost treatment and health care delivery methods and (3) to
develop data and experience to assist the government in planning
and implementing improved programs throughout the country.

Since the first pilot project in Thailand, similar programs
have been initiated in Iran, Pakistan, Burma and Vietnam. Ex-
ploratory missions to Egypt and Afghanistan have also been made by
WHO staff.

F. I.C.P.0./INTERPOL

The International Criminal Police Organization, better known
by its radio designation - INTERPOL, was established to provide
the necessary coordination and commnications for law enforcement
agencies having a foreign investigative requirement abroad. The
communications handled by INTERPOL range from requests for criminal
history record checks to requests for full investigations. The
United States participates in INTERPOL by statutel/ and investiga-
tions are conducted by the appropriate law enforcement agency
through the U.S. Interpol Central National Bureau. The exchange
of information among the representatives from the 125 member

1/ 22 U.S.C. 263a.

81




countries is central to INTERPOL's primary function and is enhanced
by the organization's extensive international radio network.

G. THE CUSTOMS COOPERATION COUNCIL

The Customs Cooperation Council (CCC) was established to
obtain, in the interest of international trade, the best possible
degree of uniformity and harmony among the customs systems of the
member nations. It does not conduct an operational narcotics
control program. Certain CCC initiatives, however, such as the
draft Nairobi Convention, are directed, in part, toward customs
assistance in action against the smuggling of narcotic drugs and
psychotropic substances.

H. REGIONAL AND INTERREGIONAL ACTIVITIES

In recent years, the U.N. has placed increasing emphasis on
regional and interregional activity. The Commission on Narcotic
Drugs has established a Sub—Commission on Illicit Traffic and
Related Matters in the Near and Middle East consisting of repre-
sentatives fram Turkey, Iran, Afghanistan and Pakistan to agree
on detailed mechanisms for coordinating regional programs. Annual
meetings of operational heads of law enforcement agencies in the
Far East are convened by the U.N. to accelerate and standardize
the exchange of police information. The U.N. is also working
closely with such other regional organizations as the Council of
Europe, the Pompidou Initiative and the Colombo Plan with a view
toward coordinating activities and developing common approaches to
drug-related problems.

Flndlnjs and Conclusions

1. U.S. international drug control projects should comple-
ment the activities of the U.N. and other international organiza-
tions. Increased efforts should be made to encourage the expansion
of international organization activity, particularly in those areas
where these efforts would better serve to control the supply of
and demand for illicit drugs.
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2. Largely as a result of U.S. efforts, broader powers
have been granted to the INCB under the 1972 Protocol which
amended the Single Convention. These powers should enable the
Board to more effectively ensure compliance by all govermments
with their treaty obligations.

3. Currently there is a need to actively identify the U.N.
Division of Narcotic Drugs as the clearinghouse for information
on the narcotics control efforts undertaken by international
organizations. There is an attendant need to place the regional
institutions in closer contact with one another through the
Division of Narcotic Drugs.

Recommendations

® 1. The United States should increasingly loock to:

a. the U.N. Development Programme (UNDP), the U.N. Fund
for Drug Abuse Control (UNFDAC), its executing agents
(the  Division of Narcotic Drugs, WHO, FAO, ILO and
UNESCO) as well as the International Financial
Institutions (IBRD, IDA, IDB and ADB) for develop—
ment, support and execution of income substitution
and demand reduction' programs as appropriate. The
Department of State should encourage these organiza-
tions to actively seek opportunities to initiate and
conduct more projects and, if necessary, increase
U.S. financial and personnel support for such pur-
poses;

b. the International Narcotics Control Board (INCB) as
an instrument to insure compliance by all governments
to their treaty obligations. The State Department
should encourage the INCB to make appropriate recom-
mendations on the provision of technical and financial
assistance by U.N. agencies to those govermments which
cannot adequately control drugs at or within their
borders; and

c. I.C.P.0./INTERPOL and the Customs Cooperation Council
for law enforcement training and the exchange of
information among cooperating members. DEA and
Customs should encourage this objective through their
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participation in these organizations and in their
relations with police and customs officials of
other countries.

e 2. The Strategy Council, in conjunction with HEW and the
State Department, should survey demand reduction measures
being taken worldwide and develop in consultation with
international agencies involved an international program
designed to reduce the demand for drugs. The plan should
make provision, wherever feasible, for use of international
agencies in achieving its purposes and, insofar as U.S.
sponsored projects are concerned, the appropriate use of
P.L. 480 funds.

® 3. The Strategy Council should undertake an in-depth study
to determine the advantages and disadvantages of developing
narcotics control programs in foreign countries on a regional
basis. The study should also include the methods which
could be used to implement such a course of action. Addition-
ally, the study should go beyond the reports on international
organizations which were supplied under the International
Security Assistance and Arms Export Control Act of 1976.
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INTERNATIONAL NARCOTICS CONTROL POLICY REVIEW

SUMMARY OF REPORT AND RECOMMENDATIONS

As the world becomes increasingly pluralistic and the inter-
dependencies of nations become more numerous and more sensitive,
we find that many of our most important problems are no longer
clearly "domestic" or "foreign." Energy shortages, trade deficits,
and agricultural prices, for example, are inextricably related to
foreign considerations and domestic policy to deal with such
problems is interwoven in their solution.

The domestic U.S. drug abuse problem has always had inter-
national implications in that many of the serious drugs of abuse
originate in foreign countries. This review examines current
U.S. international drug control policies and identifies initiatives
and certain program emphasis designed to further J.mprove efforts
to reduce the illicit supply and demand for drugs.

Scope of the Problem

The magnitude of the international drug problem is evidenced
in the tremendous amounts of opium and cocaine produced worldwide.
While the best figures are only broad estimates, it would appear
that more than 1,000 metric tons of opium and over 60 metric tons
of cocaine were available for the worldwide illicit market in
1976.

The tentative nature of these figures and the current dis-
crepancies in them, however, do not allow us to accurately assess
existing problems or the success of our efforts. Consequently
the report recommends that:

1. The Strategy Council on Drug Abuse direct a study on the
best means of assembling and validating the wealth of
supply and demand statistics maintained by the U.S. and
international organizations in the area of narcotics
control. and adopt procedures for systematic reporting,
analysis and publication of this data.
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Narcotics Policy in the Context of U.S. Foreign Policy

Narcotic control considerations have played a fluctuating
role in foreign policy throughout this century. President Carter
has accorded a high priority to the International Narcotics Con-
trol Program, emphasizing the importance of working with other
nations bilaterally and through international agencies to combat
the threat to the entire world posed by drug abuse and the illicit
traffic. Much has been accomplished but much still remains to be
done. '

Within the Department of State, the Office of the Senior
Advisor for Narcotics Matters (S/NM) is primarily responsible
for identifying diplomatic initiatives directed toward more ef-
fective narcotics control,working with the concerned agencies of
the U.S. and international organizations in achieving reduction
in illicit drug supply and demand in foreign countries, liaison
with key U.S. diplomatic missions worldwide and administering
the International Narcotics Control Program funds appropriated to
the Department.

Narcotics Country Action Plans (NCAP)* describing these
objectives were once required of Embassies in the major drug
producing and transiting countries. S/NM has recently decided to
revitalize the NCAP system and plans to call for situation assess-
ments from up to 50 countries which will probably warrant the
development of 20 to 25 action plans,

In support of this initiative the report recommends that:

2. Country Narcotics Action plans for those countries af-
fected by the supply of and/or demand for drugs should
be developed by the U.S. Country Team led by the Ambassa-
dor and the appropriate narcotics components within such
Embassies in accordance with specific guidelines issued
by S/NMM. The plans should look to the future and, as
such, recommend both long- and short-term objectives in
the areas of income substitution, law enforcement and
intelligence cooperation, training, prevention and
treatment, which would, in the end, enable foreign
governments to deal with the problems associated with
narcotics control within, and at, their borders and more

* NCAP's further described on page 21.
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fully participate in international cooperative efforts.,
The plans should explicitly include the means of achieving
these goals as well as proposed initiatives with the host
country govermment and should identify offices which might
further assist in the international narcotics control
effort. On a semi-annual basis the plans and progress
within each country would be reviewed and assessed by

the Executive Director of the Strategy Council or his
designee.

The Office of the Senior Advisor for Narcotics Matters (S/NM)
is the primary focal point for informing Emwbassy personnel of
current drug policy and developments which could assist them in
the performance of their duties. The report, therefore, recom-
mends that:

3. S/NM, in consultation with the bureaus of the Department

: of State, should institutionalize means of commnicating
drug-related policies and information on a regular basis
to key embassies and missions. This information should
include periodic reports from DEA, Customs, HEW and
other relevant special studies (e.g., NIDA Research
Issues and Monographs), Congressional testimony, press
releaseS and other material that would be of use to
field personnel to apprise them of current drug pollcy
and developments.

The importance of the international drug policy cannot be
overstated. As long as drug abuse in this country continues to
be the result of foreign grown material, the cutting edge of our
attack will be through foreign policy :Ln1t1at1ves. Consequently,
the report recommends that:

4. The State Department strengthen its review of all elements
of our- foreign policy toward producing countries and,
wherever feasible, seek a commitment by such countries to
initiate, with suitable assistance, programs to eliminate
narcotics cultivation. The specific narcotics country
action plans for these producing countries should identify
the priority accorded to narcotics control in light of
other in-country considerations such as fishing rights,
0il, etc. Narcotics control efforts should be given
heavy weight in balancing other U.S. objectives when
considering foreign aid or trade.
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Iaw Enforcement Assistance

Historically, U.S. supply reduction efforts have been almost
exclusively directed toward assistance to host country law enforce-
ment and border control and to acquiring information on trafficking.
Such assistance to foreign law enforcement officials should con-
tinue to be a key element of our policy as it has a significant
impact on the production of, and trafficking in, narcotics ulti-
mately destined for the United States. It enlists the support of
law enforcement officers of many nations and interposes the border
controls of numercus countries between the source of production
and the U.S., hence, increasing the risk to the trafficker.

The enactment of the Mansfield Amendment in 1976 brought
about a shift in the responsibilities of U.S. law enforcement
officers overseas. The restrictive enforcement participation
provisions of the act have redirected U.S, law enforcement efforts
overseas into an expanded involvement in liaison and intelligence
with foreign counterparts.l/ The DEA agent overseas acts primarily
as a coordinator and motivator within a wide spectrum of drug
related activities. .

In light of the changing nature of enforcement activities
overseas brought about by the Mansfield Amendment and in view of
the policy emphasis on demand reduction, income substitution, "
intelligence gathering and activity of international organizations,
the report recommends that: ‘

5. DEA develop a formal personnel system for its overseas
assignments to include:

a. A personnel selection, training, and orientation
process that recognizes this broader mission and is
based on a long-range career type commitment;

b. A system of rotation in suitable career related
positions, and

c. Appropriate methods and criteria for evaluating the
effectiveness of its overseas personnel.

1/ ODAP's separate study on narcotics intelligence addresses foreign
narcotics intelligence support to the international effort, and
therefore, will not be discussed in this report.
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International Training

The U.S. training of foreign police and customs personnel in
narcotics matters provides a unique opportunity for improving the
capability of foreign countries to better contain drug trafficking
and smuggling abroad and thereby reduce the volume of illicit drugs
reaching the United States.

The report notes, however, that there has been no comprehen-
sive and systematic evaluation of the U.S. training program since
a survey in 1974. 1In spite of the difficulties, a thorough
evaluation would be useful to program managers in DEA, Customs
and S/NM in the administration of the program. The report,
therefore, recommends that:

6. As the office responsible for allocating INC training
funds, and in coordination with appropriate regional
and functional bureaus of the Department of State, S/NM
should be responsible for evaluating the effectiveness
and results of DEA and Customs foreign training programs
and review the advantages and disadvantages of placing
increased reliance on training programs conducted by
international agencies to achieve the objectives of
present bilateral training. In addition, S/NM should
establish a procedure to increase coordination of the
training programs offered foreign officials in the U.S.
by DEA and Customs and consider whether or not joint
conduct or consolidation of some of these _programs would
be feasible.

Crop Suppression and Income Substitution

No matter how competent the suppression of the illicit traffic,
enforcement actions alone cannot be completely effective when pitted
against the unlimited production of illicit drugs that annually
inundate the United States. The elimination or drastic curtailment
of the illegal cultivation of drug yielding crops through income
substitution is a long range goal which will only be achieved over
a period of several years through cooperation among foreign govern-
ments, the U.S., the International Financial Institutions and U.N.
organizations.
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In this regard, the report recommends that:

7. An increased emphasis be placed on income substitution
programs linked with enforcement of crop suppression
measures to reduce or eliminate the dependency of certain
farmers on poppy, coca, and cannabis cultivation. Toward
this end greater liaison should be established with Agri-
culture, AID and ACTION, perhaps through the assignment
of staff to S/NM, so that the State Department can more
effectively (a) review the potential for income substitu-
tion programs in narcotics growing areas of producing
countries, (b) assist host countries in developing
economic alternatives to illicit narcotics cultivation,
(c) persuade producing countries to include these alter-
natives in their domestic development plans and to aid
them in obtaining financial assistance for such develop~
Ipent, and (d) encourage international agencies, financial
institutions and other potential donors to provide nec-
essary development assistance to applicant countries.

The International Financial Institutions can substantially
assist in financing projects initiated by foreign govermments to
eliminate or curtail illicit narcotic plant cultivation through
income substitution. In response to a U.S. request the President of
the International Bank for Recenstruction and Development (IBRD)
recently stated that the Bank is prepared to strongly support
efforts to develop viable projects which would lead to a reduction
in poppy and coca cultivation and furthermore will attempt to
obtain assurances from governments that they will take all reason-
able actions to prevent continuing drug plant cultivation in
project areas. In support of this initiative, the report recom-
mends that: '

8. The Secretary of the Treasury should continue to seek
the adoption by other International Financial Institu-
tions (IFI's) of a policy similar to that set forth by
the IBRD and to follow actions taken by these institutions
to implement this policy designed to reduce the dependency
of farmers on narcotics cultivation in developing coun-
tries. At the same time, the State Department should
undertake further initiatives to motivate govermments of
major donor countries to: (a) urge producing countries
to actively seek assistance in this area from the IFI's
and other multilateral institutions; and (b) encourage
their representatives to the IFI's to (1) use the in-
fluence of the banks to gain acceptance for such policies
from recipient countries, and (2) use the leverage of the
banks to develop alternatives to narcotics production.
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Financial Transactions

The exorbitant profits derived from the narcotics traffic are
Just as important targets of control as the drugs themselves. The
narcotics trade is clearly a multi-billion dollar industry which
explains the persistence with which traffickers can accept great
losses of money, men, material, and still continue to function.
Although the financiers behind the narcotics traffic have been
historically difficult to bring to justice, their financial
transactions can be more easily followed. The report identified
several areas, however, that impose certain limitations on the
collection, exchange and application of financial information. To
resolve these difficulties the report recommends that:

9. The Departments of Treasury and Justice review their
present efforts in the tax and currency aspects of
narcotics trafficking to determine what additional steps
might be taken and, based on their experience, propose
legislation or other action dealing with any deficiencies
in authority including those pertinent to currency and
foreign financial transactions which might facilitate
control over currency and assets resulting from the
illicit export of narcotics. In addition the Department
of the Treasury should take steps to centralize all
banking and currency transaction information and take the
necessary measures to ensure that the Federal bank super-
visory agencies have the authority to examine domestic
branches of foreign banks for campliance with U,S. banking
laws.

To further enhance cooperation among the U.S. and foreign.
governments in exchanging financial information related to the
narcotics traffic, the report recommends that:

10. The Department of Justice, together with the Departments
of State and Treasury, systematically review those
countries with whom it would be most advantageous to have
Mutual Assistance Treaties modeled after the judicial
assistance treaty with Switzerland and give high priority
to negotiating such treaties. Selection of the countries
with whom such treaties would be proposed should be based
on importance to our narcotics control efforts and
directed toward gaining further cooperation in obtaining
banking and other records, locating and taking testimony
from witnesses, and the service of judicial and administra-
tive documents.
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Arrest and Prosecution

In addition to financial investigations, specific international
measures such as extradition, foreign arrests and prosecutions
provide avenues for further impacting on the supply of illicit
drugs. The report, therefore, recommends that:

11. The Department of Justice develop and present to the
Department of State a list of specific problems related
to cooperation with foreign govermments which presently
inhibit them in providing information necessary for the
prompt arrest and prosecution of traffickers. These
should be reviewed by the Department of State and, with
the Department of Justice, a program should be developed
and initiated to deal with these matters. Possible
initiatives might include prisoner exchange treaties,
quicker translation of documents, follow-up legal assist-
ance to embassies, reciprocal representation of the U.S.
by foreign Ministries of Justice, improvement of extra-
dition processes, simplification of administrative
processes, and others.

International Demand Reduction

The production and supply of illicit narcotics and psycho~
tropic drugs are, to a significant degree, a function of demand.
Without drug consumption, there would be no incentive to produce
and little profit in trafficking.

The importance of demand reduction as part of a balanced
international drug control program is emphasized in this report.
International demand reduction activities not only achieve
specific salutory benefits for people throughout the world but
also serve as a means of convincing other governments of the
immediacy and seriousness of the worldwide drug problem. Conse-
quently, the report recommends that:

12. Greater assistance be available to foreign governments
in developing and conducting demand reduction programs.
Such assistance should be limited to training, research,
reporting systems, evaluation, and provision of technical
"knowhow" rather than direct operation of such programs
although authority to accept contracts to establish and
operate demonstration programs is desirable. The
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Deparlment of Health, Education, and Welfare (HEW) should
review with the Department of State all administrative
impediments to utlllZlng skilled personnel on a short-
term basis and the adequacy of present authority to
conduct such activities in both developed and developing
countries and propose any needed changes in procedures
and program authorization.

The report found that there are no U.S. Government demand
reduction programs for American citizens residing abroad except
for some of varying quality and availability to those connected
with official government activities. The report, therefore,
recommends that:

13.

The . State Department in consultation with the Department
of Defense review the benefits and mental health services
including drug treatment services provided abroad by

the U.S. to citizens employed by the goverrment and their
dependents as well as to private American citizens in
areas of the world where these individuals are heavily
concentrated and drugs are readily available. This
review should be made in light of other benefits and
services provided to American citizens residing abroad.

In light of the increasingly recognized role of demand re-
duction measures as a necessary complement to supply reductlon,
the report recommends that:

14.

In addition to fulfilling their present roles; DEA:overseas
personnel, State Department Narcotics Coordinators, and
former AID Public Safety personnel overseas, be trained
to place a greater emphasis on demand reduction measures
to provide information, communication, and liaison support
services on such measures to host countries.

International Organizations and Multilateral Efforts

Recognizing the inescapable international aspects of the
illicit drug problem, governments have worked together to con-
struct the present system of treaties and mutually supportive
organizations designed to limit the use of dependence producing

drugs.

The increasing illicit use of drugs in other countries

and the fact that assistance from international organizations
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is more welcome by some nations than bilateral aid lead to the
recommndation that:

15. The United States should increasingly look to:

a. The U.N. Development Programme (UNDP), the U.N. Fund
for Drug Abuse Control (UNFDAC), its executing agents
(the Division of Narcotic Drugs, WHO, FAO, IIO and
UNESCO) as well as the International Financial
Institutions (IBRD, IDA, IDB and ADB) for development,
support and execution of income substitution and
demand reduction programs as appropriate. The
Department of State should encourage these organiza-
tions to actively seek opportunities to initiate and
‘conduct more projects and, if necessary, increase U,S.
financial and personnel support for such purposes;

b. The International Narcotics Control Board (INCB) as
an instrument to ensure compliance by all governments
to their treaty obligations. The State Department
should encourage the INCB to make appropriate recom—
mendations on the provision of technical and financial
assistance by U.N. agencies to those governments which
cannot adequately control drugs at or w1th1.n their
borders; and

c. I.C.P.O./INTERPOL and the Customs Cooperation Council
for law enforcement training and the exchange of
information among cooperating members. DEA and
Custams should encourage this objective through
their participation in these organizations and in
their relations with police and customs officials of
other countries.

16. The Strategy Council, in conjunction with HFW and the
State Department, should survey demand reduction measures
being taken worldwide and develop in consultation with
international agencies involved an international program
designed to reduce the demand for drugs. The plan should
make provision, wherever feasible, for use of international
agencies in achieving its purposes and, insofar as U.S.
sponsored projects are concerned, the appropriate use of
P.L. 480 funds.
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The Study also recognizes that the nations of certain geo-
graphic regions have a mutuality of interest in drug control
problems and recommends that:

17.

The Strategy Council should undertake an in-depth study
to determine the advantages and disadvantages of develop-
ing narcotics control programs in foreign countries on a
regional basis. The study should also include the methods
which could be used to implement such a course of action.
Additionally, the study should go beyond the reports on
international organizations which were supplied under

the International Security Assistance and Arms Export
Control Act of 1976.
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